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The' review of the faBdiug aspect .""of the Coaprehensive 
Eaployoent and Training Act of 1973 (CETA) under Titles 1 and 2 was 
conducted by the General Accounting Office (GAO) • Title 1 of the .Act 
authorizes coaprehensive aanpower services to be provided by pri*e 
sponsors, and Title 2 is designed to provide transitional eaployaent 
opportunities and public services in uneaployaenl areas and to enable 
enrollees to obtain j'obs not sup*ported under this title. The review 
focuses on; (1) the- Jegislati ve 'history of CETA, (2) the 
appropriation of Title 1 funds for fiscal year 1975 and Title 2 funds 
for fiscal years 1974 and 1975, and (3) the Departaent of La&or's 
policies and procedures for allocating these funds* The review is 
based ^upon an eiaaination of records and interviews with officials at ^ 
the Department of Labor he^dguarteriB and four regional offices as 
well as with certain State, and local gffieials in California, 
Connecticut, Georgia, Maryland, Hassachusett^, and Virginia, The 
methodology for generating 'uneoployae nt data used to aake the 
allocations is briefly discussed. Appended aaterials include: (1) an 
exaaple of the effect of the trade-off factor in fiscal year 197a 
Title 2 allocations, and (2) a response to the GAO report by the 
.Department of Labor. tAuthor/EC) , 
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Titles I And II- • 
Comprehensive. Employment 
And Training Act 



Department of Labor 



Progress iry^ meeting the act's objectives for 
public service employment under title 11 has 
been hampered by Labor's methods for (1) 
defining eligible areas and (2) allocating 
■ funds. This has caused inequities and dilution 
of funding. Problems exist in funding concen- 
trated employment programs under title 1. 
This report recommends corrective actions. 
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COMPTROLLER tJEN^RAL OF THE UNITED STATES 
WASMth*GTON. DC. tOU» 



B-r63922 



To the President of the Senate and the- 
Speaker of the House of Representatives 

This report is the first of a 36rie^ contemplated by 
our Office on how the Department or Labor is implementing 
the Comprehensive Employment anc^^raining Act of 1973 . It 
discusses allocation of . Feder aMf unds under titles I and * 
'II of the act. 

- . ■ • 

We made our review py/sua^it to the Budget) and Account- 
ing Act, 1921 (31 U.S.C.^3)/ 'and to the Accoifo^ijig and 
Auditing Act of 1950 (31 U.S.C. 67). . . ^ 



We are sending <iopies of this report 
Office of Management and Budget, and 
Laoor • 



to the Director , 
to the*^ Secretary of' 





Comptroller General 
of the United States 
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TITLES' I AND II~COMPREHENSIVE 
EMPLOYMENT AND TRAINING ACT 
Department of Labor 



DIGEST 



The Comprehensive Employment and Training 
,Act of 1973 gives State and local authori- 
ties a greater voice in determining, and m^n-^ 
aging employment and braining programs. 
Under the act, the Department of Labor mai:es 
' grants gene;rally to States and local govern-^ 
ments (p^^e* sponsors) on the basis of plans* 
and programs developed by the sponsors and 
approved jpy Labor. (See pp. 1 to 4.) 

Title- II of the. act is designed to provide 
(1) transitional employment opportunities 
and needed public se-rvices in areas of 
• substant^ial ijnemployment' and (2) twining • > 
and manpower services' to enable enrollees 
to obt;afn jobs not supported under this 
•tible. Progress ^in ireeting* the act's ob- 
jectives has lieen hainpered by the^ met|iods 
Labor used 'in ' * 

/ — defininq areas o-f substantial unemployment 
and ' 

— allocating funds for fiscal years 1974 and 
1975. '^See pp. 6 and 7. ) 

Among areas of substantial unemployment, in- 
equities vere ca*used by% 

— differing interpretations of Labor's defini- 
.t'ion of • a qual ify ing .area (see pp. 7 to 13.) 

— differing policies^on job • ei igibil i ty for 
persons living within qualifying areas 
• '(see pp. 14 to 16.- ) 

4 

'^^The infpact of title II funds was diluted by' 
the use- of • . ' 

— inconsistent periods for determining eligi- 
bility (see pp. 16 and 17.) 
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— unemployment data that did not take into 
account seasonal patterns in unemployment • 
(see pp. 17 to 21. ) ' 

•» ' 

In addition, there appeared to be a "trade-off" 
between the 'initjLal and discretionary fund -al- 
locations., (^ee pp: 21 and 22 and app. I.) 

Under title II* of the act, ^he first 80 percent 
of available ^unds is to be allocated to areas 
of substantial unemployment (6.5 percent or 
more for 3 consecutive months) on the basis of 
the numb'er of persons unemployed. The remainder 
is to be used ^t the discretion of the Secretary 
of Labor. .(See pp. 2 and.SO 

fitle I of the act authorises cpmprehensive man- 
power services to be provided by pri^fie sponsors. 
(See p. 2.) In determining whicfi governmental 
units liad sufficient population to be eligibl?^ 
for prime sponsorship in fiscal year 1975, ^ - 
Labor used 197 0 census information (Labor 
considered it the best available) but did not ' 
consider data on more recent population changes. 
Cities a^nd counties with populations of 100,000 
or more may have been disqualified from becoming 
prime sponsors. More recent. data, however, was 
used foif fiscal year 1976 all9cations. . (See 
pp. 27 to 30. ) 

The act s4:ates the general basis for a;Llocating 
title I funds, but Labor chooses the specific 
method to be used. Labor did not establish 
uniform criteria to compute the funding levels 
for four rural concentrated employment programs 
for fiscal year* 1975. After computing,' for 
each program-, an annualized expenditure figure 
for a prior period, adjustments were made — 
which Labor could not adquately explain and 
document — which increasedv the funding of two 
programs* while .decreasing the funding for the 
other two* (See pp. 34 and 35.) 

Title I states, that the Secretary of -Labor 

first use his discretionary funids to provide 

each prime , sponsor with 'an amount equal to 

at least 90 fJercent of prior year manpower 

funding. The discretionary funds may also 

be used to fund concentrated employment pro- , - 

grams. ' * 

7 ■ ' 

ii 



Two of the four concentrated employment pro- 
grams received funds not .legally available 
to them/ and two States ^operated title I 
manpower programs as bafance-of-State prime 
sponsors Un afeas also served by a Concen- 
trated Employment Program. This^ also violated 
the statute. * 

GAO doe's not believe it would be beneficial 
at this "time for the Secretary of Labor to 
•attempt to retroactively adjust these funds. 
In GAO's view, -Labor should take those steps 
necessary to assure that such irregularities 
do not occur again. ' (See pp. 35 to 38.) 

The Bureau of Labor Statistics developed new 
mettjods for estimating' State and local unem- 
ployme'nt that avoid certain problems of the 
l^revious methodology. Labor is taking steps 
to improve the data. (See pp. 41 to 44.) 

GAO' recommends steps the Secretary &f Labor 
should take to correct, the problems cited 
above. (See pp. 23, 2i) 1%, and 39.)' ' 

Labor generally agreed with GAO's Recommenda- 
tions on funding under title II but disagreed 
with its rec'^mmendat ions on funding the rural 
concentrated employment programs. -('See pp. 24 
•td'^6, 39, and 40 and apo. II.) 
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passage of the Comprehensive Employment and Trainipg Act of 
1973 (CET^) .(29 U.S.C, 801). The act incorporates services 
available under the'Manpo'w^r Development and Training Act of 
1962 ( 42 U.S.C. 2571) a^id parts of the Economic Opportunity 
Act of 1964 (42 U.S.C, 270lh both of which CETA repealed 
in whole or in part, and the Emergency Employjnent Act of 1971 
(42-8.S.C. 4871). Manpower programs established under other 
legislation, such as the employment security program (Wagner- 
Peyser Aet — 29 U.S.C. 49) and the Work Incentive program 
(Social Security Act — 42 U.-S.C. 630), remain in effedt. 

. CETA's purpose is to establish a flexible and decen- 
tralized system of Federal , State,, and local programs to 
provide job training and employment opportunities for econo- 
mically disadvantaged, unemployed, and underemployed persons 
and to insure that training and supporting services lead to 
maximum opportunities and enhanced participant self- 
sufficiency.. 

CETA gives State and local authorities a greater voice 
ip determining anx3 managing employment and training programs. 
Instead of operating separate manpower programs through al- 



ganizations, the Department of Labor makes grants to over 
400 prime sponsors — usually States, and local governmentsr- 
on the basis ?ff plans and programs developed by the sponsors 
and 'Approved by Labor. 

The' act requires prime sponsors to use ser-vices and 
facilities available fr^m Federal, State, and local agencies 
to the extent the prime sponsors deem appropriate. These 
, include State employment services. State vocational educa-*- 
tion and^ vocational rehabilitation agencies, atea^k^fSrl*^ — ' 
centers,' local educational agencies, postsecondary training 
and education institutions, and community action agencies. 
The prime sponsors may' also use services an'd facilities of 
private businesses, labor organizations, private employment 
agencies, and private educational and vocational institutions 



Before .CETA, manpower programs were designed by Labor's 
headquarters and implemented by nonprofit organizations, and 
other ins.titutions under grants and contracts with Labor. 
Under CETA, the prime sponsor is responsible for program 
design, with Federal influence being exerted through Labor's 
technical assistance, plan approval, process^^ and monitoring 
of prime sponsors' activities. 
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public and private or- 
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Through its 10 regional offices, Labor provides prime 
sponsors with training, technical assistance, research and 
>development, program^ evaluation , and labor market informa- 
tion^ It must assure that manpower services are availa^ble 
to target groups designated by the act and that prime 
sponsors comply with its provisions. 

Tilsie I of CETA authorizes grants to prime sponsors 
for comprehensive manpower services. 'Funds may be used for: 

^ ' 1. Recruitment, orientation, counseling, testing, place- 
ment, and followup services. 

2. Classes in occupational skills anrd other job-related 
training, such as basic education. , 

3. Subsidized on-the-job training' by public and pri- 
vate employers. 

- 4.' Payments to persons 'in training. v . / 

5. Support s.ervices, such as necessary medical care, 
child care, .and help'',in obtaining bonding rieeded 
for employment. 

^ 6. Funding jobs, in public agencies, wliich eventually 
lead to permanent positions. 

The mixture and design of services are determined by the 
prime sponsors. sponsor may choose to continue programs 
funded under previous acts, such as the Opportunit ies In- 
'dustr idlization Centers, Jobs for Progress, Urban League on- 
the-job training projects, and. others, or it may develop new 
ones. Training allowances may not be paid ♦for any course 
lasting more than, 2 years. 



To obtain funding, a prime sponsor must submit annually 
to the Secretary of Labor, and hav^" applroved, a comprehensive 
manpower plan. This plan must describe performance goals and 
the geographic aceas to be served and provide assurances that 
manpower services will be directed]to persons most in need. 

Title II of CETA established transitional public employ- 
ment programs in areas with 6.5- percent or more unemployment 
for 3 consecutive months. To*r^ceive funds under 'this title, 
, eligible applicants (title I prime sponsor*s and certain 
Indian tribes) 'must submit a plan to Labor Setting forth a 
public service employment prograrti designed to (1) provide 
employment in jobs providing needed public services for per- 
sons who reside in areas of substantial unemployment and who 



have been unettpioyed- for at, least 30 days or are underem- 
ployed; (2) provide,, -wHere appropriate, otherwise .unavailable 
training and manpower services relatedco such employment ;o an,d 
(3) prepare persons for employment or training no.t supported ^ 
under this title, , * 

* The law enumerates 26. conditions and assurances which 
must be included in an application ^or title II funds. For 
example: . • * 

— No persons can be hired to fill openings created, by, 
.laying* off regular employees;' ' 

— Not mojr.e than' one-third* of the participants can be 
hired in a professional capacity, except teachers, 

— Special consideration must be given to Vie,tnam-era 

veterans. ^ \ 

--The program must eliminate artifical- barriers (such 
, - as unnecessary physical and , education requi^rements 
for jobs). * . 

— No job can.be filled except at entry-level in eacK job 
' category until applicable ,personner procedures and 
collective b&rgaining agreements have been complied 
with. , . . 

\ * 

Title III establi-shes manpower programs for special 
J g-roups nn(3ians, migrants, etc.) and authorizes research 

programs, a comprehensive system of labor market information, 
and an automa'ted job-matching system; title iV maintains a 
fe<3erally' directed Job Corps program; title V establishes a 
National Commission for Manpower Policy; and title VI es- 
tablishes emergency job programs. 

We reviewed only fund allpcations .under titles I and 
II. Under title I, 80 percent of the funds are to be al- 
locate(^ on the basis of a prifne sponsor's (1) prior year 

' manpower funding, (2) ntember of unemploy^ed .persons, and (3)* 
number of adults in loW-income fami^Ti^es, with one percent of ^ 

vihis amount distributed for State manpower services coilncils. 
The remainder of the funds are to be for vocational educa- 
tion services for prime sponsors; for statewide manpower 
^(ervices; for incentives to encourage forijiation' of consortia 
(generally combinations of cities arid/or . counties );_ and for ^ 
the* discretionary ,*use of the Secretary of Labox* Hnder title 
II, funds are to be allocated among areas of'* substantial un- 
employment, with 80 percent to be allocated based on each 
area's total number of unemployed persons and 20 percent to 
"be used at the Secretary of Labor's discretion. * 



• I ' ■ . • ' \ 

In .addition, the act provides funding , to phase outman- 
power programs authorized under the Manpower ' Development and 
• framing Act, the Economic Opportunity Act, and the Emergenby 
Employment Act,' in which many, people were enrolled when CETA 
w^s passed. . , - . 

, ^ -Although title I ,is entitled "Comprehensive Manpower 

Services and tx^Ie II is entitled "Public Employment^ Prb- 
grams, the law provides that funds under these two titles 
may support similar activities. Public employment programs 
under title I must meet the same, requirement *as programs " 
.under title II. They are not, however, subject to the 6 5 ' 
^ percent unemployment- rate criterion. .J- - 

, Likewise, the act provides that title II funds may be 
used for services like those' authorised under title I to 
perstsns living in areas of ■ substantial unemployment. Ac- 
cording to Labor's statistics, approximately 4 percent of 
Che persons enrolled .in title I program/ as of June 30, 
1975, were in public service employmei^. • 

FUNDS APPROPRIATED ^ 

Of the $2.4 billion appropriated for comprehensive man- 
. power assistance for fiscal year 1975— the initi'ai funding 
for title I— $1.58 billion was for title I services. • 

' Under title II, $370 million was appropriated to be ' 
spent m fiscal years 1974 and 1975, and an additional $400 
million .of the $2.4 billion total^for fiscal year 1975 was 
. for title II . . - 

"^^^ Emerge-ncy Jobs and Unemployment Assistance Act of 
1974 (Public Law 93-567, Dec. 31, 1^74, 29 U.S.C. 961) added 
a new title VI to CETA, ent^itled "Emergency Job Programs." 
SubsequentlyV'§l billion wa§ appropriated for. this title, of 
which $125 million was transferred to the Commerce Depart- 
ment for Economic Development Ad.ministration projec/ts. • 

The 1974 act provides that at least 90 percent of the ' 

title VI funds be allotted by formula to approved applicants 

(title I pr-ime sponsors and certain Indian tribes), as- fol- 
lows: ■ ... I ' ' 

.■ ~50'>ercent to "all prime sponsots, based on totad un- 

employment; 

— 25 percent^ to all pr-ime sponsors, based pn unemal'oy^ 
- • ""ent m excess of 4.5 percent of the labor force- 

and " ' 
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' — 25 percent to' title I'J prime sponsors b^sed on the 
total number of unemployed persons living in^areas. 



^ of S^4)stantial unemployment 



K. ... 

T)\e' remainder of , the funds (up to 10 percent) is ttf.be al- • 
located' at the discretion of the Secre'tary of Labor, 

Although we limited* our. review » titles *I and II, some 
af the problems noted ii? title II arrcivities may also occur 
in title V^ activities, . * " 



SCOPE ,0F REVIgW ' ' , * ' y ' 

^ We reviewed;{l) CE.TA and its legislative -history, ^2) 
the appropriation of title I funds fdr fis^cal* year— 1975- and . 
title II funds for fissaX.' years 1974 and 1975, an^ (3) La- 
bor's policies and procedures for allocating these funds. 
We examined rec.ords and interviewed officials at Labar head- 
quarters' and ^our regional offices. We also interviewed 
certain State and local Qfficials in California, Connecticut/ 
Georgia,. Maryland, Massachusetts, and Virginia, ;We contacted 
officials of several additional Labor regional offices and 
Stiate aod local agencies by telephone. 

Although we inquired into the source and methods used 
in generating- unemployment data used to make the 'allocations, 
we did not review certain aspects df the methodology or th^e 
practices involved such 'as the definition of unem^oyraent 
and thQ' sampling protfiSdCires . 



* • • . CHAPTER 2 ■ 

• ^ PUBLIC EHPLOVHENT PROGRA MS 

The purpose^ of titld^ II ofcCETA is to provide 
transitional employment oppor t^ifjit ies'.arid public services in- 
areas of substantial unentploy^ent — ti^ose experiencing an un- 

'einployinent • rate of S.ST'percent or more for 3 consecutive 
months — accomplished through grants ^o States and local gov- 

• ernments which provide jobs iti public agencies to .lineiSpioyad 
and underemployed persons. LsbbCj/s regulations allow private 
nonprofit agencies^also to act as employing ag;ej^ts\ 

The act provides that title II funx3s are to be allocated 
ctmong area$ of' substantial unemployment, with 80 percent (the 
initial allocation) of the allocation based on each area's • 
total number of unemployed persons and. 20 percent (the dis- 
cretionary allocation) to be used at the Secretary of Labor's 
discretion, taking into account the severity of unemployment 
in the *areas.^ '^^'j^ 

Progress in meeting the act's objectives has been ham- • ^ 
pered by (1) the methods Labor^ used in defining areas of sub- 
stantial unemployment and (2)»the methods Labor adopted in 
allocating, funds for fiscal (years 1974 and 1975,. These 
problems resulted in funding inequities among areas of sub- 
stantial unemployment ^nd diluted the impact of Federal fund- 
ing. ' ' « . 

^ • 

Labof: issued instructions to State . employment security 
agencies oh how to determine tlae geogi^aph^cal boundar ies of 
areas of substantial unemployment. The Sta^te' agencies were 
initially responsible for identifying areas which qualified; 
their determi^nat ions were reviewed by liabor's cegion^al and 
headquarters personnel. ' * " - 

»* • ' • 

In metropolitan areas, the elements used in ^ identify ing ' 
the area'^oundar ies ge-nerally were census^ tracts, the small- 
e.st geographical units for which* 1970 census cJata .was gen- 
erally available. Outs^ide metropolitan areas,, o'ther geo- 
graphic units such as counties or towns weiTe used. 

Althou^gh Labor issued these instructions, they were in- 
terpreted dif ferently^by the regional offices and by State* 
officials, resulting in ingonsistent d^lineati6n of areas 
of substantial unemployment and in funding inequities. Also, 
inequities existed in the:d-i:^tribution -of jobs to persons 
residing within afeas of substantial unemployment. Labor 
was' inconsistent dn determining eligibility periods for /' ^ 
qualification as an area of Substantial unemployment/' which 



led to diluting* the impact of title II funding.. Finally, 
Labor *s pro#^dures favored areas with seasonal unemployment, 
at the expense of areas without.it. This tended to further 
dilute the imoact. ' • ^ ^ 



IDENT'IFYING BQUN DARIES OF AREAS ■ 
O F SUBSTANTIAL UNEMPLOYMENT w 

* The act states that are:as. of substantial u-nemploymenit' 1/ 
must have an unemp^oymenrt rate of, 6.5 percent or more for . 
3 consecutive mbnths ,and be of sufficient size and, scope to 
sustain a public employment program. Further, ah area will 
receive initial funding based on the number of unemployed 
persons residing in it. The mote unemployed persons resid- 
ing in* an aVea, the l#rger that area's share of available 
funding. . ' ^ ( 

. * The Conference Report (H.' Rept. 93-737 )' on CETA .does not 
explain how areas of substantial unemployment are to be de- 
liaeated. The House Report on the pi'oposed legislation* (H. 
Rept. 93-659 on H.R^. llOld) ^tiinafcely enacted a^ CETA states 
that areas m*^X) be of sufficient size and scope to sustain . 
a public aftvice employment program and mj^st have severe and 
' Sployment ajnd that areas within cities such 

San Francisco, Watts in Los Angele'S, and 
!^em in New York should be designated as areas of ^ubstan- 
unemployment . . ' . 

Labor's, instructions defined an are^ of substantial un- 
employment as .any city or county which'^jfi^'t^^he first twoyof 
the following conditions and smaller gebgraphic units which 
met all-fouif of the conditions: ^ 

^ 1. Having 10, 000. or more population According to the 
1970 census.* . ► , 

2. Having unemployment rates of 6.5 percent or more 
for 3 consecutive months. 

3. Not being part 'Sf .a city -or county which .met the 
criteria.^ " . ' : , , 

• * 

4. Being a discr<ete identJLf iable ar^a known as an ^ 
identifiable neighborhood or community, .or, separ- 
ately identified as a target ar-ea under speqific 



1/Public Law; 93-567 / enacted *Dec. 31 , 19 74*, 'changed the term^ 
"area of* substaj^tial unemployment" in title II to "area 
* qualifying for assistance" f6r most purposes. 




local manpower, anti^overty, or Hode^ Cities pro- 
\^ grams, including are^s previously ideatifiecl anS 

qualified under section 6 of the Emergency Employ- 
ment Act of *1971. • . . ' ' 

• • ' . •• 

Labo^ also required that the area qualify for a g.rant of at 
\ least §25,000 and that all parts of the area be* "contiguous" 
/(touching) * - - 

Labor officials', i^wever*, said the precise boundaries 
*' of an* area of substantial unemployment were hot always clear 
and establishing them iiivolved a degree of .judgment. 

We identified two contrasting methods of identifying 
/ areas of substantial unemployment; 

^ ' i — • . : , • - 

. X.. A Eabor official in one region said he advised the 
State agencies -iq his region that any area selected 
'-must possess some common interest gr characteristic, 
such as -^^eing a labor market area or a previously 
defined WodeT Cities or Concentrated Employment 
Program (CEP) area." 

* 2. In a^Tothecregiori, ' the State employment Security 
J agencies were encouraged by Labor ^s regional office 

to. increase ^an area's shar.e of j^'itial funding 
* through gerrymandering. This involves- ^including 

^s many census tracts as possible (and^^hus 'increas- 
ing the total uii*employmen^ figure used' m the in- 
itial ,al-location formula) — without regard' to common 
interests ar cha'racter istii:s — so long as the total 
unemployment^ rate for all^ these tracts averages at 
least '6.5. percent for 3 consecutive months. 

• » • 

We 'identified a |iumber of eicamples of each cT^ these two 
contrasting methods of defini/ig an area of substa*htial un'em- 
ployment and present three of them, one of the first method 
and two pf, the second, Jbelow for*the pqrpose of il).ustr:ation* 
Although these examples are for fiscal yfear 1974*,>1iabor gen- 
' erally did not allow prime sponsors to^ redefine their area 
,of substantial unampioyment for fiscal year 1975. 1/ * • 

An example of the first method of defining an area of 
, substantial unemploym'ent (which adhered to a ^stricter inter- 
pretation .of Labor's instructions) is Hammond, Indiana, 
' where three contiguous census tracts, which were part of a 
-1 jp ^ • . 

1/Fiscal • y^ear 1974 allocations were made in June 19->4, and 
fiscal year 1975 allocations were made in Oct*. 1974. 
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a Model Cities area, each met the 5. 5, percent unemployment 
criterion for 3 consecutive months. {See map on p. 10.) 
Additional census tracts could have been included without 
lowering 'the overall rate below 6.5 percent^. SJiate of- 
ficial said that the State interpreted Labor **s instruct id»n-s 
to mean they should attempt ^to limit the areas defined to 
previously identifie'd poverty areas. • 

■ Ger rymandejrinq to increa se initia l funding 

In deciding .on the boundaries of an area of substantial 
unemployment, a prime sponsor could first compute the total 
unemployment for a groUp of censu^ tracts, which individually 
had an .unemployment rate of at least 6.5 percen't for 3 con-, 
secutive months. The ^sponsor coyld then start including the 
unemployed from neighboring contiguous tracts having an un"- 
pmplpyment rate of less^than 6.5 percent. All of these 
tracts could be included in the area of substantial ' unemploy- 
ment, so long as the average unemployment rate temainea at * 
6.5 percent ot aboye. , " - ^ * * ' 

Including tracts having less than*6.,5 percent unemploy- 
ment would .increase the total reported unemdloymen t ' { and the 
,.sha^e of Federal funding) while decreasing the unemployment 
rate for the entire area. This could >be done as long ^s the 
rate for the entire- area .remained<^t least 6.5 percerft for ' 
3 consecutive^,month5. It mattered little whether the re- 
ported unemployjnent rate 'for an entire a^ea was^ 11 percent' 
or 6.5 percent, "since the key element 'for the initial allo- 
cation was'the number of upemployjed persons. 1/ 

Gerrymandering was used for the fiscal year 1914 allo- 
cation* to Richmond, Virginia.. (See .pap on p. 11.) Richmond's 
designated area of substantial unemployment kad 20 census • 
tracts, including 9 wi^h' an unemployment rate of 6.5 percent 
or more — from, 6.7 through 10.3 percent--in August 1973 2/ 



1/Areas which attempted*^ to gerrymander in delineating an area 

of substantial unemployment mky have been subject to a trade 
, off between the >initial and discretionary allocations.* \ 
^ (See pp. 21 and '22 and app. I.) * ' 

2/Aug. 1973 had the. lowest unemployment rate of the entire » 

acea, of substantial unemployment's 3 qual ifying. -months 
. (June 1973, 9.0 percent; J.uly 1973, 7. 4 percent; Aug. 1973, 
\ 6.5 percent) and, therefor^, was most likely 4;o be reduced 
to less than 6^.5 percent through adding' on , low-unemployment 
census tracts. H »"» 

1 i 




. HAMMOND, INDIANA 

AREA'nDF SUBSTANTIAL UNEMPLOYMENT AND 

QUAirPYING UNEMPLOYMENT RATES FOR 
• ' JlSCAL YEAR 1974 ALLOCATIONS 



CENSUS- TF«kCTS INCLUDED IN THE AREA OF " 
SUBSTANTIAL UNEMPLOYMENT WHICH HAD 
■ UNEMPLOYMENT RATES,OF 6.5 PERCENT 
. .0|R MORE. IN .FEBRUARY 1?74. 

CAP i^OTEt The C9nsus Tract Un9mploYtrfnt Rafs Shown Were Computed G'AO 
Qas^d On Bureau Of Lab6r Statistics hLethodohgy, The Unemphyment 
. Rate For The Entire. A^ea Of Substantial UnemploymeQt foe February 
1974, The Lowsl Of Th^ 3 Qualifying Months, Was 8.2 Recent. 
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RICHMOND, VIRGINIA ' 
* AREA OF SUBSTANTIAL UNEMPllOYWEtiT AND 
QITAUFYINGUNEMPLOYMENT RATES FORFISCAL YEAR 
1974 ALLOCATIONS 




L^^ENSUS TRACTS ^NCLljDlED IN AREA OF SUBSTAi^TIAL UNEMPLOYMEfIT WWCft 
HAD AN UNEmPTOYMENT RATE OF 6.5 PERCENT ORMORE IN 'AUGUST 1973. 

^^C^NSUS TRACTS INCLUDED IN AREA OF SUBSTANtlAL UNEMPLOYMENT WHICH 
•^'f^ AN UNEMPLOY^^ENT-RATE OF LESS THAN 6 5 PERCENT IN AUGUJT 1973. 



CAO NOTE: Tht Cwnsus^Trxtct Uhwmpioymwrif^ofws Sho^n Above lYtre Computed By 

CAO Boswd On Burwoif Of Lobar StotI sti cs^ Methodotogy* Tht. (Jntmploymtrnt 
Rofw Fof A*^o Of Subsfontlol UnempJoym9^t For August 1973, T^hf ^ 

^Low0st Of Thw 3 Ouollfying Months, Wos 6.5 Pwrcent, 
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and 11 with an unemployment, rate of' less th'an 6..5 percent— 
from 4.2 petcent through 6.4 "percent. Of the first nine, 
only seven were contiguous to -other census tracts with 
rates of 6.5 percent or more-. The other two, despite un"6m-.' 
^loyroent fates of 6.7 and 8.4 percent, respectively, did 
not, individually, meet the minimum population' necessary ^ 
to qualify as an area of substantial unemployment and, 
therefore, ' could Jbe included in the designated area only- 
through gerrymandering. ^ • • • 

, ' • . . • ■ ' ^ 

Because' the •unemployment rates for th^ 7 contiguous'^'cen- 
sus tracts with rates of 6.5 percent or above were well above 
6.5 percent for- 3 consecutive . months , the other 13 tracts— i 
all but 2- of which had rates below 6.5 percent — could be added 
to increase the number of unemployed persons U^i-ng within 
the designated area and, thus, increase the title* II initial 
allocation. The total unferpployment 'figure used in the initial 
allocation formula was more than doubled by adding the 
13 tracts, while the unemployment rate* for all 20 tracts was 
reduced- tb 6.5^ oercent. ' .• • . - 

■ ' 

, .Gerrymandering to increase initial funding also occurred 
in Bartford, Connecticut. (See map ' on p, 13,) The Hartford 
co'nsortium, which qualified for a' comprehensive manpower serv- 
ices pifogram under title I, could not qualify in its e^ntfrety 
under title II, because its overall unfemployraent ' r^te ^Af^s 
not at least 6.5 percent for 3 consecutive months, Th^^ity 
of Hartford, which was only part* of the consortium/ could ^ 
have qualified for the. fiscal year 1974 allocation witR an 
unejwployment^rate of 8. .3 percent for the lowest 'of its 
3 qualifying months. ' ' , ' 

To increase the total • unemployment * figure used in the 
fornyjla, and thus-^increase the total funding under the ini- 
tial allQcation,, i3 towns were.*^dded to the city of Hiartford 
^G.make irp .the total area of. subst-antial unemployment. Only* 
twd of these towns 'had at least the minimum qualifying unem-^ 
ployment^ rate of 6.5 percent for 3 consecutive mtnthsj" but, 
because, neither met the 10,000 population minimum, they -could 
not have individually qualified as areas of Substantial .unem- 
ployment. Also, these two^town^ were not ^contiguous to Hart- 
ford. Adding 'the 13 towns 'a-lmost doubled '.the reported number 
of unemployed persons included in the initial allocation 
formula. 

.Because^ of the' population minimum and the requirement 
of contiguity for an area^ of substantial unemployment, cer- 
tain census tracts or' towns, included in both of the exam- 
ples of gerrymandering shown above, 'had lower unemployment 
rates than other census tracts or townsvnot included. 



HARTFORD, CONNECTICUT, CONSORTIUM 

AREA "OF SUBSTANTIAL UNEMPLOYMENT AND QUALIFYJNG UNEMPLOYMENT- 
RATES FOR FISCAL YEAR 1974 ALLOCATIONS 



/ I SWSBURY TOWN 

/ CANTOH I 
I TOWH 
f S.S 




7771 TOWNS INCLUDED IN AREA Of SUBSTANTJAL UNEMPLOYMENT HAVING 
UNEMPLOYMENT RAT^S OF 6.5 PERCENT OR MORE iN AUGUST 197 3./" 

nWH TOWNS INCLUDED IN AREA OF SUBSTAH-TIAL UNEMPLOYMENT HAYINQ 
«*23 UNEMPLOYMENT RATES BELOW 6.5 PERCENT IN AUGUST 1973. 

CAO NOTE: Th» Un9mptorm9nt Rof Shown "khtm W»f» Obflrfd From Connecticut ^ 
Ltiof Dtpoftmtnf. The Unemploymont Role For Tho Entiro Aroo Of SukMtantlel 
Unfnployment For Aufuet 73, The Lowest Of The 3 Quollfylny konth*. Wot 
S«5 Percent. 
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Eligibility for jobs ' ^ ^ 

The act states that the Secretary obtain assurances that 
only the residents of areas of substantial unemployment get 
, the jobs created und^ title, II. Accordingly, the. way in 
which areas of substantial unemployment are identified also 
affects which residents are eligible for* titje II jobs. 

. * . ^ • 

In Hammond, Indiana, for example, only residents *"of 
the three census tracts in the designated area .of substan- 
.tial unemployment wete eligible for title JI funded jobs. 

' (All three 'tracts had an unemployment rate of 6.5 percent or 
more.) .In Richmond', .Virginia, 11 of the 20 census tracts of 
sgbstant,4al unemplcJyment -did not meet the 6.5 percent criterr 
ibn, HowiveiT, 'since; these traqtte were considered part of the 
identified- area of substantial^ unemployment, their residents 
were elig^ibie far jobs. Conve^'r sely , certain Richmonq resi- 
dents lived* in census tracts--^one of which ha'd an .unemoloy- 

.-ment rate above 6.5 percent-^hi^«we^ not elig-ible for 
jobs even though residents e^T tracts with lower 'unemployment 
rates were eligible. ^ ) 

'Another situation occurs when a prime spo'hsqr or pro-^ 
gnam agents 1/ such as a city, has a ra'te of uneirr^I^LjTft^nt 
e^qual to at least 6.5"pej:ceftt for 3 cr^nsecutive months; Be--, 
cause it qual if ies' as* a wJmie , i t^i£oot necessary to 'identify 
pockets of -high unemployment. .^Cabo r ^ s regtri^ations oall f.or 
such prime- sponsors or progra^n agents' (other than States|j 
to alloca^te funds> to the extent feaaJrble, for filling jobs* 
• in identifiable ar^-ds that have ;6^^>^ercent or more unemploy- 
ment, yowever, thiS^'^-ts- rtTot manaaftory> »' <• • ^ 

^or ^^>}rSmple, OakiaAd, vjrhich cityw'ide h'ad a quali-fying ^ 
junejiip3'(^yffi^^nt rate of- 11 . 2.,'percent for 3 consecuEive months 
:or fiscal year^ 1975 'f urxJing , used data ,^ according to Igcal 
offipial^/ from the S}:^ate and oth^r sburcres to ^.identify 
East Oalc^ra'nd as a cjyitical unemployrh^t area: The c^ty de- 
signated^ dbout 25 percent of ^itle t trinTnt^^^, ^ r ST ^^cf- 
Oakland. Conversely, San Francisco — which is'part of the 
same metropolitan area as Oakland and had a qualifying un- 
eipployment^ rate of 9.2 percent--did'^ot allocate funds to 
neighborhoods, according to locaJ^ddf f icials, because of 
the inadequacy of available data. ^ 



1/Program agents .are ^^neral ' local governmepts which (1) 

have a population of at least" 50,000 but l^ss than 100,000, 

• (2) contain an area of substantial unemployment, and (3) ,^ y 
ate delegated the administrative responsibility for funds / 

• for that area of subi-tantial unemployment. 
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Instructions from Labor's Boston regional office made 
the procedure f or idistr ibut ing funds within the a^ea of * sub- 
stantial unemployment even more stringent. They * required 
that for th^ residents of any component of *an area of sub- 
stantial unemployment to be eligible for jobs,^ the component 
itself .mustr to' the extent feasible, meet the criteria 
(6.5 percent unemployment* for 3 consecutive months; 10,000 
popula^tion; and qualify for a $25.^000 grant)/. The instruc- 
tions said that, the 6.5 percent criterion must be .employed 
but that the minimum popula'tion and grant amount could be 
waived. * 

For fiscal year L974,.only residents of the'city of 
Hartford were eligible for title I-I jobs. Labor \s- Boston 
regional office approved a request foe a waiver'^ of the last 
two criteria for fiscal year 1975 for the towns of Vomers 
and Suffield. Hartford did not request a waiver for the 
towns 'in the consortium with unemployment rates below 6.5 
percent. Residents of these towns were not . eligible £or ^ 
title Il-financed jobs. 1/ / * ' 

V J * \ 

The Mayor of Springfield, Massachusetts, on behalf of 
the Hampden County Manpower Consortium, wrote to Labor's . 
^Boston regional office concerning job eligibility, under 
title II for fiscal year 197-4,s of persons residing within 
the area of substantial unemployment. He said that. the con- 
sortium ha(f interpreted CETA and Labor regulations to mean* 
that the 10,00*0 population and ?25,000 grant minimums applied 
only to defining the area of substantial unemployment , not 
to geographical units below that level. They believed that • 
any citizen of the area of substantial unemployment was 
eligible. " , - . ' ' ^ 

* 

^ Labor replied that/ in determining which areas were 
eligible for title li jobs, the smallest def inable-^rea for 
which unemployment data was available should be used. In 



J./In- the letter granting the waiver to* allow residents of 
Soflfiers and Suffield to be eligible for johsr Labor's 
regional office a.l^o allowed residents of the town of 

* Vernon to be eligible for jobs. Vernon met the minimum 
.population and grant requirements but did not have an un- 
employment rate of at least 6.5 percent for 3 consecutive 
months during the 3-month period for *which the Hartford 
area of substantial unemployjpent qualified. However, by 
counting the month pf August 1974 — which was beyond the 
period used by Labor in computing title^II allocations 
for fiscal year 1975 — Vernon did have at least 6.5 percent 
unemployment for 3 consecutive months. / 



one case, three towns^compr ised a censiis tract. Even though 
the unemployment rate for the entire census tract was 7.9 
percent, for. one town "it was 3.6 percent. Because this was' 
less . than 6.5 percent, the -residents of that town were- not 
eligible for jobs. In another case, six towns comprised 
a census ^tract. Even thojigh th'e unemployment rate for the 
■.entir.e tensus tract was 6,..4 percent, for otT5-^n it was 
7.5. per^JSnt. - Because this_town's rate wafe abo\5>6.5 percent 
residents of this town alone were el igible\fQjf^obs. 

^" Labor headquarters officials said i<; wM^t proper 
to exclude any resident of an area of substan/tial unemploy- 
ment from title II job eligibility solely oecause ,of the - 
uneiseloyment rate in the census, tract ot town where- the oer- 
^on lived.. In August -1975 a Labor official said the Depart- 
ment was planning to clarify existing regulations on job 
eligioility for residents of areas of substantial unemploy- 
ment. 

The act states that the Secretary may consider 'periods 
of une.Tipioyment before the passage of the act in determining 
whetne.r areas of substantial unemployment meet the 6.5 per- 
cent unemployment rate requirement for 3 consecutive months. 
The act also sta-tes-that the Secretary must 'redetermine un- 
employment rates at least annually. 

To determine which areas qualified for fiscal year 1974 
title II initial funds, Labor' used unemployment data for an 
11-month period--June 1973 through April 1974. Within the 
11-month period, any area with 3 cortsecutive months of at' 
least 6.5 percent- unemployment and meeting the other criteria 
previously discussed , .-.oua 1 if ied . i/abor officials said they ' 
originally requested 6 months data from tife States--June 
through November 1973. Howa-ver, Labor used the 11-month . 
period because, as the C6n^ess continued consideration of ' 
the Labor appropriations* bill , data fop the 5 months after 
November 1973 was obtained. In June I974 an appropriations 
bill was enacted which , provided fiscal ^ear 1974 and 1975 
funds for* title II, and Labor decided to use the entire. 
11-month^e^iod to avoid eliminating prime sponsors who ^ 
qualified pn t'he 'basis of the first e^month-s but not on ^e 
last 5. ■ ' 1 . ■ • . ' • 

Labor'is pre 1 tiTuna'ry Calculations for''fiscal year' 1975, 
using the mosfrecen-t 3, 6, or 12 months of data, shbwed 
that Some* areas which had received funds in fiscal year 1974 
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would not qualify for funds in fiscal year 1975. According 
to a Labor official, some of these. areas woul4 not have 
qualified for fiscal year 19T5 funds on the basis of: 
-±2 months or shorter' per iods, because such periods would nave 
split up the suiHiner months of .June, July, *and August 1973; 
and data was not then available for August 1974." 

'Because many teenagers enter the labor force during 
- the summer and have difficulty finding jobs, thesQ tend^o ' 
be the months of consecutively highest' unemployment in sbme 
urban areas. To retain such areas' in *the program, Labor 
use^d the 14-moftth period Jiine 1973 th'rOAigh July 1974. . This 
allowed gertain areas to qualify based on the period JTune-" 
July-August 1:973, which would nt)t have qualified without the 
first two of these months. Because some funds were* ailoga'ted 
fee such areas, fewer fuhds were available for areas where un- 
employment rates were 6.5 percent or higher during more re-' 
cent periods* This tended to dilute the "impact of title II 
funds in* fiscal .year 1975. 

Labor used th^ 7-month period September 1974 through 
Jlarch 1975 in determining eligibility under title II for 
fiscal year 1976. 

METHOD OF ALLOCATING FUNDS . 

Tne^act states that 80 percent of ^he title II funds 
(the initial allocation) be allocated based. on the number of ^ 
unemployed persons residing in* areas "of substantial 'unemploy-- 
men^t. in relation t^ all the unemployed in all such areas ^ap- 
proved for funding. The act leaves the distribution of the 
remaining 20 percent '(discretionary ,funds) to tfte-Secretary 
of Labor, taking* into account the severity , of unemployment 
in these areas, but not prescribing a specific method, 

^?§.^Il§iiuti[.-i!l_y!l^^El2ZE^^ ^^^^ . . 

The procedures 'used by Labor drt allocating both initial 
' and discretionary funds under title 11^ favored ar^as with ' 
seasonal unemployment and gave these ^aireas relatively larger 
fund allocations, at, the expense of areas without seasonal 
unemptoyment . These procedures 'tended "to dilute the irfipact 
of title II funding. 

^ -P5r both^the fiscal year 1974 and 1975 initial alloca- 
tions> Labor allocated each anea its shaxe of funds based on 
the relationship between each such area ' s* number of unem- ' ' 
ployed pers.ons' ( reported average fo^r highest 3 consecutive 
months) and the total reported number of unemployed persofi.s 
for all such areas. 'This included only areas that averaged 
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6.':5 percent or more. For each allocation, each area received 
the same number of dollars for every unemployed person on * 
the basis of the average number of unemployed persons during 
the 3-month qualifying p^rioa. ' . * 

The ^discretionary fbnds were allocated on the basis of 
the Yium^rer of unemployed persons, in the respective areas,, 
in excejss of 6.5 percent of the labor force in their areas/ 
reported for the month of April' 1S>74 for -fiscal year 1974' 
allocations and fon the month of July 197.4 'for fiscal year*' 
1975 allocations. A Labor official sa^id '.these months were, 
used for allocating the< discretionary funds Because they 
represented the latest pata available Wt the time/ of the 
allocations. * . ' 

At the^ time Labor made its ^tsij-ocat ions for fiscal yeers 
1974 and 1975, seasonally adjusted unemploymerit^data 1/ was • 
available as a nationwige' statistic but was not being com-^ ' 
puted for all State ancf local areas.. 

* * Construction, tourism,* agriculture, an'd other important 
industries are subject to wide variations ix) employment-. dur.- 
ing the year. In part because su^ch industries are more Ln- 
portant in- some States and localities than xn others, areas 
have wiWely different seasonal patterns. Th.e graphs on 
page. 19 show two extreme examples of seasonality in nori- ' 
agricultural Employment — ^Alaska with very marked fluctuations.^ 
and Alabama with minor fluctuations.. , * 

• * 

Because small areas (such as localities) ,are generally 
less Irkely than large areas (such as States) to include a 
-idix of industries having seasonality patterns which counter- 
balance each other , patterns in local areas, m^ji be even, more 
Tgronounced. , . . . / ' * 

» An example of local seasonality occurs in Atlantic 
Citvy,.New Jersey, which is heavily dependent upon tourism 
and has a peak season during the summer months. The begin- 
ning of winter heralds increased. unemployment rates, as shown 
on page. 20 - * • ' ^ ^ ^ 



l/Seasonal adjustment is a statistical technique de'signed 
<o remove the annual . i^^epe.titive patterns, which make 
cettain .months .consistently higher or' lower than others, 
fi^m longrun trends and cycles and random irregularities.' 
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To -determine how fluctuations occur in employment because 
bf seasonality and other ' factors , we compared the uneTinploymen^t 
patterns in various pr ime . sponsors ' areas. There were 20 • 
prime sponsors or, program agents whose average unemployment 
rate was 6.0 percent during a recent, 127month period.. 
though their-annual average unemplbyment rates were the sanie.f 
the .average of their 3 consecutive highest monthr's unemploy- 
ment rates^^anged from. .6. 6 to 8.9 percent. • ' " 't 



.> Our.^coinparfeDjis s^^owed tai'at, becaC^oe of th^ dijFferences 
in the .high ^rf^Mn /average, - these areak with the same aver- - 
age aAhual rat^^::<Gf^^^nemt>16 received widely different 

amounts df'tj.tie-ri funds for every unemployed persoil for the 
fiscal year 1975. initial allocation*. ^ ' - ' 

For example, the Jonesville ari^ of ther South ^arol ina 
statewide, coasqrtium, which had an unemployment rat6 of 8.? 
percent (not seasonally adjusted) during its 3 high' consecu- 
tive months and ah Annual avefage of 6.0 percent, received' 
about $110 average for every unemployed person. In contrast, 
Minneapolis, Minneso'ta, which had an unemployment rate of 
6.6 percent- (not seasonally, adjusted) durirlg its 3 high con- 
secutive months and an annual averag^'of 6.0 percent, received 
about $.81 average for every unemployed person. - c 

A ^similar problem arises in using only 1 month's data 
(not seasonally adjusted) for allocating the diS'erfetionary. 
funds. Such ^data* reflects unemployment rates at tha't time 
but do^ not "separate seasonal itfy factors from underlying - 
economicT' trends.'- . 

« 

^he extent of month-to-month varjfetion in unemployjnen t 
diata'can'be iliojstrated with the cas^ the De La Warr\' 
section of New Castle County, Delaware. This -area is heavily- 



dependent oa-'the automobile industry, according to^ a regioYial 
Bureau of -Labor Statistics officials and- the annual model .* 
changeover — which typically occurs in August^ — has a pronqunced 
,e,f.fect on ^ea unemployment. As shown in the following table 
the August unemployment rate for both 1973 and 1974 was sub- 
staijitially higher than the. preceding or succeeding months' 
rates. . . ^ • 

' ' ' 1973 1974^ 

— — r, 

• . " June 8.1%^ 9.9% 

July • 7.1 7.9 

Aug. 9.0 ' • 11.6 

Sept.. 5.9 6.8 - . . ' . 

Bureau of Labor Statistics officiafls sai3 fehey had been 
preparing to derive seasonally adjusted data iAv early 1975 ' 
for' States and certajLn metropolitan areas. 'However, they 
said the increased workload necessitated by the December 19,74 
amer>dment to CETA (ad5j.ng ^the'^new title VI) forced them to 
postpone their wofk' until the fall of 1?7S. 

/T he trade-off factors * ^ 

As previously discussed, certain prime sponsors (1) at- 
tempted to increase .their proportionate 'shate of initial 
funding by adding census tracts having unemployment r^tes 
below 6.5 percent or; (2) included Such tracts because the . . 
prime sponsors' areas ^ q-ual if ied as'^a whole*.. However, 'with-* 
out prior notice ot the pr,ecise method, -Labot" allocated dis- 
cretionary fundus- on -the b^'sis -of^ the number of unemployed* 
persons in excess of^^ . 5 percent of the labor ^ £orce*/ which 
had, the effefct of 'preventing' sorpe. prime sponsojf.s from maxi- ^ 
mizihg the 't'ederal^ funding they co,uld otherwise hav^, received. 

The initial allocation for both years was distributed on 
the, basis of the avejrage n.umber of unemployed persons during 
the •qualifying 3-month period. The bulk of the d*i'scretionary 
funds., on the other hand, was distributed* on 'the basis of. the 
number of "unemployed persons fn excess of 6.5 percent; during 
a single month. ' ^ ' 

, ^ By allocating" discretionary funds on th^\basis of the 
riumbex, of unemployed persons in excess of 6.5 percent, a 
trade-off factar was intrfoduced^. This occurred bepause the 

,more census trac*ts below, 6. 5 percent' t)ie prime sponsor in- , . 
cludo'd in his area of substantial ufiemployment — so 'long as 
the tot^l 'remained at lea^t 6. 5. percent — t,he' lower *th^ rate 
tor ihe entire area^ fell;\tl^s; feducji'ng the amount the 
btirae ^ponso'r^coMd rece-ive under disdretionary fanding.*- 



On the oasis of -{1^ the variables involved in th^ 
allocation (such' as the relative amount's of initial and *dis- 
• cretioixary funds available and the nuiffber of unemployed per- 
sons) and (2f the asstimption that the average number of 'per- 
-vsons unemployed ^(iring the qualifying pej;i-0d was the same 
, as during the month .used for allocating discretionary funds, - 
^ it can be raa4:hemat ically determined that a prime sponsor 
;c©uld probably obtain more funds by including any census' 
tract viith greater than about 4 percent unempfoyment for 
fiscal year 1974. (Note that. this trade-off point i& not 
unique .and^is very sensitive to the above assumptions.) 

Tnis occurred because the fands the prime soonsor re- 
ceived 'as a result of -increasing the total unemployment 
count (accomplished by^adding tracts having less than 6.S 
percent) more than offset the funds that we-re lost because 
of the decrease in to the unemployment r^te for the entire 
'■^c^*! The decrease in the ■anempl'oyment rate reduces the 
nunik^r of unemployed persons in excess of 6.5 per/:ent— the 
basi>^or the' discretionary allocation (See app.^J.) 

An example of how an a'rea received' less tgtal funiSing 
because it incluaed certair? census tracts may be" examined 
in-th^ fiscal year 1974 .allocation to Washington, D.C. - The 
entire city' qual if led based on the montns of June, July, * 
and August' 197-J, wi'th unemployment rates of 8.3 percent; " 
6.9 percent, and 7.0 percent, resbectively. - 

Because the average number 'of unemployed persons during 
Washington's qualifying period was 'greater- than the number 
unemplpyed during the month used for 'allocating discretionary 
funds,, the critical rate for Washington was' 3.9 percent. Ac- 
cording to our computations, of the city's 152 census tracts, 
78 were estimated to have an uneraploy/nent rate of 6.5 percent 
or more in -July 1973; "l/ 45 to have a rate from 3.9 percent 
through' 6.4 percent; and 29' to have a rate below 3.9 percent." 

Washington's total allocation was reduced by the inclu- 
sion of th^e la9t"^29 cen'^us- tracts, becau'se the discretion- 
ary funds were reduced by more, than the addition to initial 
funds attributable to unemployed persons in \hese traqts. 

1/The 'lowest unetfipldyment rate of Washing-ton's 3 -qualifying 
. months was July 1973 and, therefore, w^'s most likelyi to 
be reduced to less than 6.5 percent because of -the .^inclu- 
^ sion of low-unemployment c^nsu.s " tracts. " • . ' * . . • 



CONCLUSIONS . . • 
i • ^ %, 

In allocating^ initial and discretionary title II funds, 
certain actions are needed to insure consistent delineation ^ 
of areas of substantial qneinployinent and^ equitable, distribu- 
tion of jobs to residents of these areas on,' a ..nationwi(5e 
basis. Because public service employment funds^are limited^ 
when compared with total manpower needs — 8,5 million un- ' 
employed persons (seasonally adjusted) in May 1975 versus 
an. estimated 331 ,(100 persons in all public service jobs as 
of the. end of the same month — and title II is aimed ^at areas 
experiencing severe unemployment problems^, these funds ' " 
should not be dilute^ by channeling them into areas experienc- 
ing mode-rate .unemployment. 

The legislative history of the act. does not -of fer a 
specific definition of an area of substantial unemployment. 
Labor issued instructions to its regional offices and the 
Stated nesting requirements which an area must me^t,, includ- 
ing that it* must be a ^discrete identifiable neighborhood 
or commun^ity .area or a separately' ide'ntified target, area — 
under pther Federal programs. . ' 

However, the definition of an area of substantial unem- 
ployment is subject to varying interpretations. This is 
illustrated by the different: views of Labor's regional of- 
fices concerning the necess'ary "character istics * df an^area 
of substantial uneijiployment and by the different types of 
areas delineated by* State officials, ^ . ' 

Labor's instructions apparently need to be^ipore specific 
in order to insure that the areas identified are consistent 
with' the congressional intent that title U funds be allocated 
and job eligibility l?e determined on ao equitable bSsis. 

^Labor should adopt a consistent-period of time for de- 
lineating^ areas of substantial uneraproyiflent and use data 
whicJi .does not favor under either 'the initial or (jiScretion-^ 
ary arlocat^on, areas with seasonal unemployment at the -ex- 
pense of areas without it,\. Also, Labor should advise State 
employment secur/ity agencies and prime sponsors as early . 
as possiBle of the manner . in which both initi'^l and dis- 
cretionary ^allocations -will be made., so' they will not be 
subjecft to an' unexpecte{3 trade-off 'in the two allocations, ' 

We, recommend th'at the Secretary of Labor: 



— Reconsider the definition* of an area of substantial 
unemployment for fund allocation and lt>b 'eligibility 
purposes to insure that funds and jobs will be dis- 
tributed uniformly. At , a'* minimum, whatever d^fitii- ? 
tion-is adopted, all State employment security agenc- 
ies and prime* sponsors sliould be nc^ified of the 
definition, sp they ca-n have an equitable opp6rtunit,y 
to receive title II funds'. , * 

— Limit consideration of time periods for qualifying 
\' as an area of substantial ^unemployment under titXe II 

to maximum of the most- recent 1^ months and .apply 
this consistently. . ' / , 

— Take into'^^ccount , in futdre initial and discretionary 
title II allocations, the seasonality factor so as not , 
to favor areas with seasonal unemployment patterns at 
•^^ the expense of areas without it. ^ 

• — Fully infcVm State employment sec-urity agencies and 
^ prime sponsots of the ftianner in which all title II 
funds will be allocated for each fiscal year. 

AGENCY COMMEN TS • ' 

In response to our August 21 , 1975, reijuest for comments. 
Labor, in a November ' 11 19^5 , letter agreed with our first 
and second recommendations. ''{See app. II.) ^ Labor said that 
(1) a r^v.ised set of instrpctions has been drafted regarding 
delineation of areas of substantial unemployment and that 
training sessions for its regional office staff^will be held, 
if necessary, (2), any changes in the'^ef inition of an area 
o^ ^substantial unemployment will be supplied to all prime 
sponsors, and {3J the revised instructions iimit the" time 
periods to' beN considered for title II qualification. ' 

V Labor partially concur red with our thirds recommendation. . » 

it agreed £hat seasonal adj.ustme'nt of unemployment r^tes in 
defcepmining eligibility would help reduce^ alldca'tions based 
on seasonality , but *did not agree**that the" actual numtjer of • . 
unemployed should be adjlist^d.- v^e be,l ieve ^dj usting ^^only 
unemployment ^ates does not offer ^ complete solution; the 
ny/nber of unemployed should- 'also, be seasonally adjusted. 

In hearings oa Senate 4?ill r695 — a proposed revis^ion of* 
CETA — before the' Seaate Subcommittee on ^Imployment, PdyeTty, 
and* Migratory Labor , the. Assi.s«tan t Secretary of Labor^/fof . - ' 

Employment and TraJLnin^ te^tifi^d On June 6 1975, "against 
allowing "the tl>ree consecutive months of highest unemploy- 

ment. during the most recent twelve months, to be used * 

0 * ^ J 
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•* * * allocating "funds to qualifying areas* * */ He 
said that doing so 

"would provide additional funds to areas • * 
affected by purely seasonal fluctuations ^ 
in .Qnemployment even during the present 
period of high unemployment, and thus 
dilute the impact ,of the program on other 
severely hit areas. 
♦ 

Moreover, Office of Management and Budget draft cir- 
cular A-46 of i4arch'28, 1975, provides,^ in part, that execu- 
tive agencies: ' • 

• • 

' "* * * shall us.e the most current National; 

State, or local area labor force. or unemploy- * 
mefit data published by the Bureau of Labor 
Statistics, United States Department of Labor, 
with respect to' all program purposes-^ includ- . 
ing the determination of eligibility f^Tr and/or 
the allocation of Federal resources , requiring 
' 'the use^^ such data unless otherwise directed' „ 
by statute. NcTt liter' than six months afte^ 
^the issuance *of this Circular or as soon there- 
after ^s the Bur-^aQ of Labor Statistics publisher 
data adjusted for seasonal variatj.on , such data , * 

-shall he used for all program purposes unless 
otherwise Required "by i^tatute." (Emphasis added.) 

* 

* * * * ' * J 

t 

^J>S^ "The data published^by area shall at a mi^nimum, be* 
th,e> durrent estifna-tes before seasonal, adjtistrafent> 
^and' as soon as possible but not later than one 
year aft'er issuance>pf this Circular, shall also 
prov^ide the estimate a djusted f or seasonality ." 
(EmpbasiS added,). : 

The Secretary of Labor, commenting* on this dfaft circular 
in a. May. 27, 1975, letter,, said Labor supported the cirvQulir 
basically as wr itten, - sab^edt to certain^ reservations. Of ' 
these reservations, only:>rie related to seasonal unemployment 
datar- ^It discussed ofil"^swhen. such' data, m>ght be available, 
not whether generating su6h data^ wodld be technically .feasi-- 
ble or whether using sacjudata would be" advisable. 

Accerdinglv, we belifve seasonal adjustment, in ar^a's*T 
v?here technically feasible, should be applied both to un~ ' 
employment rates and abs<^lute numbers to insure equity among 
prime sponsors. -Certainlyv the prpblem of seasonality will 



»' • . - , 

not be sdlved by qualifying prime sponsors on the basis of , 
seasonally adjusted data and then allocating funds on the 
basis of data which was not seasonally adjusted, as advocated 
in Labor comments. ^ ' 

Labor partially agreed with our fourth recommendation. 
It agreed that prime sponsors would be notified in advance, 
if possible, about allocatiorr of the 80' percent ^initial) 
portion- of the title II funds*. ' H6wever, Labor .said .early 
announcement of plans concerning, allocations of the 20 per- 
cent ' (discretionary) portion in. fiscal year 1976 would h^ave 
made it difficult to comply with the congressionai\intent 
• of the 1976 continuing resolution and the Department did . 
n6t plan to make such announcements. 

CETA provides that' the discretionary funds be distributed 
^ at the discretion of the Sec-retary of Labor, taking' into ac- 
'^.^ ^ iount the severity 'of unemployment. The Senate and House 
"iai5r^ Reports (S. Kept.. 94-201 and H. Rept. 94-289) on th^ continu- 
ing resolution, providing fiscal year 1976 funds for Labor, 
specifically discusse'd the maintenance of then-existing 
levels of public service ejnployme^t^t • jobs, including those 
supported under title II, of CETA. /Record i/ig* to a Labor 
official, this was interpreted as con^^ressiarrarl-'approval 
^of Labor's plans to allocate the fiscal -year 1976 'discre- 
tionary funds, not in accordance with .the current severity 
of unemployment in vajcioup areas, but to maintain existing 
job levels^' 

When Labor ^s method of allocating the discretionary ^ 
funds .creates a ^trade-off between the initial' and discretion- 
ary^ funds, as^^appeared to exist- in fiscal years 19,74 and 
1975,. we believe prime spon^foxs deserve to be notified in * - 
advance. 
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' . . CHAPTER 3 

i COMPREHENSIVE MANPOWER SERVICES PROGRAMS 

The act defines which governmental and other units are^ 
eligible for primq^ sponsorship under title I. For fiscal^>^ 
•year .1975 Labor approved 388 State, city, county, and, J^fffri- 
torial governments, and combinations thereof; 11 "e^eptional 
circumstances" prime sponsors; and 4 rural concent^i^ated em- 
ployment programs. • ' ^ / 

•> • . * 

In determining which ynits of general local government 
had a sufficient population to^ be eligible "for prime sponsor- 
ship in fiscal'year 1975, E^bor used 1970 census' information — 
which Labor considered the bast available — but* did not con- f 
sider data on, more recent population changes. Thus , . cer taiYi 
. cities and counties with populations o? 100,000 or more may 
have been disqualified, from becoming i>rime sponsors. More 
recent data, howevec, was used for fiscal year 1976 alloca- 
tions. . , ... 

r 

The act state's th^e- genteral -basis for allocating title I - ■ 
funds, but Labor chose the specific method to be used, tabof 
did riot .establish uniform criteria to compute the funding 
levels 'for— the four rural CEPs for fiscal year 1975. After 
computijig an annualized expenditure figure for a prior period 
for eachp CEP,, adjustments were made — w>iich Labor C<5uld not 
adequately explain and document — which increased the funding 
for two CEPs while decreasing, the funding for the other two. 
" ^ ' - ' . . . ^' 

Title^;.'states that the ^Secretary shall first ' utilize, 
his disi:reeipnary funds to provide each jp rime sponsor, with an 
amount equal to at least 9^0, percent 1/ of prior year jEund£ng; 
the discretionary* funds, may also be used to fund CEPs.. All * 
four CEPs received some discret ioHary funds from La]^6'r. How- 
ever, two CEP& also received iaitial allocations .froffi Labor* 
which' wer^ not legally available to them. For the Other * two 
CEPs^ Labor provided funds -to two states to dperalte' title I 
manpower programs as balance-of-Si^te prime sponsors in areas 

also served by a CEP. This also^ violates the CETA statute. 
* f 

. ELIGIBILITY FOR FUNDS 

Only prime sponsors are. eligible for financial, assist- . 
ance under title I of CETA. * Prime sponsors are defined as 

* * , 

1/The act- requires the^.Secretary to first use discretionary , 
funds to bring all prime sponsors up to at least 90 percent 
of th'eir prior year manpower funding. This is known as the 

•'"hold harmless" provision. .* 
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(1) the State, but only with respect 
the^State — not served by other prime 
county with a population of 100,00*0 /> 
,tion. (consortium) generally cities 
long as one member of the combination 
10Q,000 or more; (4) a city or county 
the population criterion, in certain 
stances; and (5) a li-mited number of 



to areas — the balance of 
sponsors; (2) a city or 
r more; (3) a combina- 
and/or counties/ as • 
has a population^ of 
which does not meet 
exceptional circum- 
rural CEP grantees. 



City, county, and State prime sponsors 

Irtitially, Labor listed>490 possible city, county, and 
State prime sponsors in January 1974. Because of the -forma- 
tion of consortium arrangements , by a number of State and local 
sponsors, which are ^encouraged under the. act, 403 prime $Don^ 
sors were funded for fiscal year 1975, 

Profile of, Title I Pr ime* Sponsors 



:City '{note b) 
County 

'Consortium (note c) 
State^ (note d) 
CEP (note e) 
Territoify (npte f) 



Number . 


allocated 


(note a) 


. 58 


22 




156 


« Id. 


3 ' •■ . 


134 


30. 


5 


47 


3*1. 


2 


4 


0. 


5 


4 


d. 


2 



a/fotai does not -add to 100.0 because of routidinq. 

b/Includes three jurisdictions wher^ citv and county are 
coterminous. ^ 

c/Includes five^ statewide consortia. 

d/lncludes the District of Columbia and) Puerto Rico; state- 
wide consortia are listed as consortia. 

e/includes only funding to CEPs" from Secretary's discretionary 
• amount. 

f/Title I provides that at least $2 million be allotted among 
Guam, the^Virgin Islands, American Samoa, and the Trust 
Territory of the Pacific Islands. ^ 

California, with 36 prime sponsors, ^ad more than any 
other State. On the other hand, because no city or county in 
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Maine- JL/', North and South Dakota, Vermont, oif Wyoming was 
populous ^enough to qualify as a prime sponsor, the State ^ 
was the only prime sponsor.. In Montana/ the State was the 
prime sponsor, but there was also a CEP. Statewide copsortia 
.^were formed in Idaho, New Hampshire South Carolina, Utah, 
and West Virginia. ^ . 

Political jurisdictions below the State level also joined 
to form a variety of consortia, including irtterstate, multi- 
county, and city-county consortia. For example, of 12 non- 
&tate'prime sponsors in New England, 9 established consortia 
for themselves and .surrounding communities. These ranged 
from 2 communities in the Stamford, Connecticut, consortium / 
to 29 communities in the Hartford, Connecticut, cojT^or t ium. >^ 

4 ' . ' ' ' y 

The act, states that the eligibility of cities or cojdnties 
is to be based on the most sa^t isf actoiTy current populaferion 
data ^available to the Secretary. In deterinSining whion cijties 
and counties had a population of at least 100,000,/^d we're, 
therefore eligible to be, prime sponsors for fiscai^''^ year 1975 
operations. Labor "officials said they used the most current 
national data available—Bureau of Census data from 1970. 

Labor was criticized in-hearings before the Subcommittee^ 
6n Labor and Health, Education, and Welfare, of the S'enate 
Apprapriati<)os Committee 2/ because it did hot consider {)opu- 
lation changes after 1970 and , therefore , may have prevented 
certain areas with population increases to 100,'000 or more 
from becoming eligible to be prime sponsors during fiscal ^ - 
year 1975--the' first, year of title I^ CETA operations. These", 
areas, however, were entitled to receive manpower services a^ 
part of a balance.-of -State area' but *^would not have been dble, 
generally, to control their own programs. The act specifies 
that a State serye all areas — the balance-of-State — -not in-- 
eluded -in another cit^ or couhty prime sponsor area. 

In response to the criticism* that Labor could have used 
population data, for"* certain counties, fehat was obtained in 
1971 and 1972 through a cooper at ive\ effort by the Census ' 



1/According to th,e 1970 census, the.re were three counties' in 
Maine with 100,000 or more population, but counties in -New 
England were not considered by Labor to be units of general 
loc^l government for the fiscal year . 1975 allocations. • 

2//'Dep^rtments of Labor and.^He^al th , Ed^-^ratTorT/ ^nd Welfare, 
and Related Agencies Appropriations for. Fiscal Year 1975," 

J United States Senate, 93d Cong.,^2d seps., H.R. 15580 
(Washington, D.C., U. S** Government Printing Of f ice , 1974) 

^ Pt. 3, pp. 2081^2119. 
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Bureau and State governments, the Assistant Secretary of Labor 
for Employment and Training replied that such data was not 
available for *all cities and countiea and that t^abor haQ 
decided to use the same data in allocating funds under CETA 
as ha^a been- used by the Treasury Department irf allocating 
general revenue shearing funds. He also stated that, new Census 
Bureau estimates of population for cities and counties, as# of 
July 1973, i^ould be used in determining eligibility for fis- 
cal year 1976. A Labor official said that, the 1973 data — the 
most current available — was, in fact/ used and that updated 
data was e:xpected to be available annually in the future. 

"Exceptional circumstance-g" prime sponsors 

A tity or county could qualify to become a prime sponsor 
under the exceptional circumstances 'clause^ if it did not meejt 
the population .criterion but fulfilled, the following other 
•requirements: 

^-Serving a substantial portion of a functioning labor 
market or being a rural area with a i^<ih^ level of 
unemployment. ^ * ' 

— Demonstrating a capability to operate manpower . pro- 
grams. ' * ' ' 

— Showing a. special need for s^vices' in* the area, 

— Demonstrating a capability to carry iDut the. programs 
as effectively as the State. * 

In ofddition, serious consideration must*" be given to the ' , 
comments of the Governor and-.. the otherwise eligible prime 
• sponsor . , - 

Ai)Out 200 units of government asked for L^bor approval 
under -such circumstances; Labor approved the f oJLlowing 11 . 

. <^ ' • 

— East St. Louis, Illinois. ' • - - 

(^'-^. • T-Humboldt C6unty, California. 

— Imperial Couaty,^ California. ... " 
•-"-Johnson and Union Counties, Illinois. • 

— Lowell, Massachusetts. ' * . . 

' ' ' C ^ ^ . 
— Mayag'uez, Pue'rto Rico. * * / » 

" — Richmond, Calif or nia* • * ^ 
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— RoanOkfe, Virginia.. 

— Texarkana, Arkansas/Texas* ■ ' . , \ 
...-"-Webb County, Texas* 

— Wilmington, Delaware. , ' - ; 

Lowell, Massachusetts, for ^example, formed- a consortium 
with seven other communities and filed a letter. of intent to 
be considered a prime sponsor due to exceptional circum-^ 
stances. Ac^.Qrding to Lsfbor's Boston regional office's 
evaluation, Lowell met the following^ cr iter ia of the act or' 
regulations: 

1. The consortium represented a substantial portion of 
a labor- market area. Over 98 percent of the Lowell 
stan<3ard metropolitan statistical area was included 
in the consortium. 

* 2. . Lowell had demonstrated the ability to carry out the 
. * program because it had satisfactorily run* a public 
employment program and a CEP. 

3, T A 'special need for services existed because/ the un- 

employment rate in £Vie Lowell metropolitan area 
^ exceeded 10 percent in 1972 and 1973-. 

4, Lowell had Remonstrated to Labor * s. author ized rep- 
resentatives and the State Of f ice :of Manpower ^Affairs 
.that it could operate the program as "effectively as 
the -State. ' \ . ' ' *• ^ 

5, The St^te^, *^ich otherwise would have ha'd the Lowell 
• a-r^a in .its balance-of-Sta4^e area, indicated that 

Lowell should , be a pr ime' sponsor . ' . ' 

Five other Massacjiusetts cities or consortia' which ap- 
plied to be prime sponsors due,t6 exceptional circumstances 
were rejected for failing to meet one<.or more of the . cr iter ia. 

' J V?^ * - ^ 

Concentrated E mployment Ppograms ' , 

Although CB^A 'generally restricts eligibility for prime 
sponsorship to' States ^*ri<l local governments serving 100,000 * 
or more persons, the^^M^^al^-Ows funding of a limited number 
of CEP grantees sr^rvifl^^j^raT a^reas having high lej^els of un- 
employment. 'The CEPs*inust be designated by the Secretary .as 
having demonstrated special capabilities for carrying, out pro- 
grams ii> such areas. * ' • ' • ^ 
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CEPs are a system of packaging and delivering manpower' 
services in a clearly defined geographic area. Working,, 
through a single contract with' a single sponsor, the Emp^loy- 
' ment and Training Administration provides. a flexible ■ package 
of manpower programs. Manpower employabil ity and training 
services' are provicJed only to eligible residents of the 
locally dpfined/CEP area.' 

' ft 

' To determine which CEPs would* be designated as prime 
'sponsors in fiscal year 1975, Labor rated the performance of 
12 existing rural CEPs ^n the basis, of S^factors, with the 
greatest weights .g iven to, cost per completion and percent of 
^^^ollees completing the program. The scores ranged from 
54^ to 83.^ Labor d'ecidecj, to fund only the 'top four. y 



" Rural CEP 




•Score 


Minnesota 




83 


Wisconsin 




82 


Kentucky ^ 




\ 81 


Montana 




77 - 


Missouri 




71 


Arizona 




70 , 


Maine 




69 


New Mexico 




•62 


Miphigan, 




61 ' 


Arkansas 




. 57 


North Carolina ' * 




55 


Mi'ssiss^ippi 
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ALLOCATION OF FUNDS 



Although. the act states',the general basis for distribut- 
ing title I funds, Lab6r selected th$ methods' to be used,.» 
su^ch as the period for ' which/ the degree of unemployment is to 
serve as a basis , for allocation. In the case' oJE the CE^Ps, 
Labor Was not abl> to fully explain and '^ocumen^, the method 
used. ^ ^ 

^ \ • ^ < * ^ 

city, c ounty, a nd' gtate prime sponsors ' • ' ^ 

The act requires that' 80 percent" of -the f.unds appro- 
priated for ti^le I' (the. initial allocation) be allpcated to 
city, county, aad State, pr'ime sponsors on the basis' of a 
three-part ' formula which has been incorporated into Labor's 
regulations as follows: 

■ ' ■ ■ 40 •.' ■ • 




V 1. #^50 percent is to be allocated dn the basis of the 
. ratio that th^ certain Federal^ manpower funds' re- 
de ived by the" s^onsqr 's/ area in tl}e previous year 
bears to the: to.tal manpower funds distributed in 
^ . previous -year • 1/^ y 

2^ • 37.5j)ercent is to^'be allocated oli.the t^asis o-f the 
^ • ratio that the number of unemployed persons in ^ the ' 
.^--^rea' bears to .the total npmber af^ \ineinployed persons- 
in all areBs. * ^ ' j ' 

' ' ^ . • ' , ^ 

* -3.' '12.5 per'fcent is to be' allocated (fa the basis of * the 
ratici .of the number of adults in low- income families 
in'tli^ area to all such adults. j 

The fund allo'qations computed on the ^bove. bases are, 
howei/er subject to certain .ad justments . The act states that 
1 percent of ^the 80 percent is to be* given to States for State 
Manpower Services Councils on the same three-part formula 
•basis.' Also, generally, no prime spbnsol' may receive more 
than i50 percent of the prior year funding. 

^ To develop the needed title I formula data regarding a. 
nbnTCEP prime sponso^r s -pr ior • ye'ar, funding/ ijabor .issued in- 
structions to its. regional offices in Febrtfary 1974. %e data 
to be , obtained' was to,b^ based on fi-scal year 19^74 new^obliga- 
tional authority that was arlready obligated through December 
1973 and- on planned, obligations for the remainder of the fis- 
cal year, under certain , categorical manpower programs , which 
CETA replaced, for each prime sponsor's geographic area. 

The -measure of unemployment used in the fiscal year 1975 
allocation was the calendar year 1973 average monthly .number 
of unemployed perSOnf. State and local unemployment esti- 
mate3 were obtained from ^tate employment security agengies 
based on standard methods approved by the Bureau of Labor 
^tatistics^ ^(See ch. 4.) , , - . 



Data on t^e number" of low-income faipily adults w'^s based 
on an estimate'^of the number of aduits in^ families with* an 
annual income belov^$7,000 within the area. This estimate^ 
was derived frpm the 1970 census. ' ' 



1/Since fiscal year' 1975 was the first year of CETA titlevi 
fuhding,' the previous year funds refer to funding under 
•certain authorizations under the Manpower Development and 
' Training Act^and the Economic Opportunity Aj^t. 
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CEP prime spons<:irs atid other uses ^ ' 

> * ^ ' 

The act states that the remaining fedtle I funds. 
(20 percent ). are. to be allocated, on the following basis: 

— Up to 5. percent of the total available funds may be 
used to provide' additional funds, to consortium 
sponsors, vhicl) cover substantial portions (for' 
example, 75 percent) of labor market a^eas. 

^ — 5 percent of the total available funds (allocated 

according to the tKree-part formula) are for grants 
. to the Governors^ tp provide v9cational education* 
services in areas s^ved by p'rime sponsors^ 

— 4 percent of the- total- available funds (allocated 
according to the three-part formula) are for the 
Governors' usfe in .pr^iding statewide manpower 
services. 

•--Approximately 6 percent is for the Secretary's dis- 
"cretionary use (the discretionary allocation), with ■ 
» fi-rst priority, given to assuring that no'^^rim^ sponsor 
r.eceives less -than 90 percent of its previous year's 
f'uftding i;^?s. a' resulb of ^he. formula application). The 
' discretionary allocation also may be used to. fund some 
rural CEPs as prime sponsors, / . 

in the case-br prime 'sponsars other than CEPs," Labor used 
• fiscal year 1974 new obligational authority as the measure of 
^ prior year funding for fonowl^ allocation purposes- However, 
the program year for -the CE^^s was not JUly^ 1 through June 30 
(then the usual Government ' £4,scal year) but Nov^^nber 1 through 
October Jl in two cases' and other nonstandard periods in the 
other two cases. , ' ' 

Also, in anticipation of CETA's -enactment , ^'according to 
ft Labor official, none of tjiese four CEPs were funded for a 
full 12 months. Hence, he said, it 'would not have' been fair 
to use fiscal year 197^ nfew obi igational,- author ity in these., 
cases. • ' • 

For each rural CEP, Labor calculated the ^^^rage monthly 
expenditure rate for a ^ recent*"per iod. and- anhual^ed- the 
monthly rate to yield a funding' Level for rfiscal year 1975. 
.The periods ranged from 2 months to 16 months. ^ 

According to a Labor of ficial , ^adjustments were made in 
each case. j?or Minnesota, the approximate amount of a re- 
-centl-y signed CEP annual contract with Labor was used. Labor 
officials coyld^ not' fully explain and document fche" basis for 
the other adjustments.^ ' ^ 
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^Details follow: - * . ' ' 

* — Kentucky , The annualiz'ed expenditure rate was based 
on expenditure data avallaWe f or ' the 16-inonth period 
from November 1972 through February 1974. This repre- 
sented a full prbgXvam year^plus 4 moivtbsf of an 8-month 
extension. , The; average monthly expenditure rate dur- 
ing that period 'was $]^1,29'0, which resulted in -an 
annualized rate of $2,24lip4^. Labor allocated the 
rural CEP $2,76C000, pr. $464,520 more than the an- 
nualized rate. 

— Montana . Based on available expenditure data for 
y " 9 months of the program year (July 1973 through Inarch 
1974),' Labor computed an average monthly expenditure 
rate of $72, 963 and an annualized fate of •?875 , 556 . 
Labor allocated tbe rural CEP $864,.000,. or $11,556 
less than ^tiie annualized rate. 

--Minnesota'. .The target area to be served by th? rural 
CEP prior to CETA was enlarged at the beginning of the 
1974 program year. \The annual funding level w^s in- 
creas'ed from $1 ,685,339 for program year 1973 to* 
^" $2,0587662 for program year 197*4. Expenditure data . 
was ^available for only 3 months of the 1974 program 
year and indicated an average monthly expenditure rate 
of $200, 548 and an annualized rate, of $2,406, 576. Ac- 
cording^ to a Labor> officia'l. Labor* believed tha't the . 
^early months of the enlarged program might not ac- 
*curately reflect typical operations because of sub- 
stantial startup costs.' Hence, tie'' said, the- rural CEP 
was' funded at $2,059,000 — the approxiijate level of an- 
" nualized funding for the increased target area. 

— Wiscons in > At the end of the r^ural CEP's 1973 program 
year in'^ovem'ber 1973," there was .a major modification 
of the contract to provide continued funding only 
through Ji>ly' 22, 1974. The annualized expenditure 
rate was $1; 247,424, based on only 2 npnths' d'ata — 
tHe only data ava^rlable for the new program year. . 
Labor allocated the Wisconsin rural CEP $1,526,000, 
' ^ or $278, 576 more than tiie ^nnualiz'ed rate. ^ 

DISCRETIONARY FUMDS 

^ . ^ ^ s 

The act states that the* Secretary shall first utilize 
his discretionary funds fo?';?^rovide* each prime sponsor at 
least ,90.. percent of , pr ior * year 'funding. Tne funds may also 
be used ta -fund CLPs. ^ , ' 



90 percent -"hold ^harmle ss" . • ' . ^ ^ 

: ' : ' — 

The President's fiscal, ifear 1975 budget, subinitte<*^n 
February 197^-rshor tiy after the , enactment of the ac^^-did 
.^not request enough fun^s to allow the^ Secretary to-ptovide 
each prime /sponsor at least 90 percent, of prior year funding 
The budget request was -.too ' low, according to a Labor offi- 
cial, "because complete data on each prime sponsor's fiscal ' 
year 1974 manpower funding was not available when the budget 
request was formulated. Moreover the addition of $397 mif- 
Kon for summer program^' in Jun,e 1974 further increased the 
fiscal year 1974* base after the President's budget request 
had been made. 

• • f 

Based upon the amount in the President's budget re- 
quests, Labor made preliminary Calculations via the three- 
part fotmula. Even using discretionary funds, to . attempt to 
bring all prime -sponsors up to 90 percent, thejpe would have 
been 293 prim^ sponsor s ' below the 90 percent level. A sum- 
mary of- those computations follows. % 

. • ' Formula allocation as 'a > , Number of ' ' 

proportion pf prior year funding ' prime ^sponsors • 

At 4'east 60 bat less than 70% • 23^ ' 

" " 70 " " 80 Kb 6^ 

" . 80 " " 90 122 

" ■ ' • 90 " " ■ " 100 'o 47 ' - 

100 " " " lib ■ 32 y 

" • 110 ""^ • " •. 220 12 

120 " " " " ' 130 ' 4 

" 130 " " " 140 ' . ■ 1 • - 

" 149 " ^ " " 151 • __8 

Total a/39 7 ' ^ 

a/This total differs from the prime sponsor total cited else- 
where, because <Lt excludes rural CEP grantees and certain 
other prime sponsors whose allocati.ons were established by. 
the ^ct and because of changes in consortium composition 
since the date of the computation. 

/ 

In May 1974 Labor issued planning estimates to prime 
sponsors for fiscal' year 19J5 title I programs for compfehen-- 
sive m^npowefr* services. . These estimates were based on the 
assumption that , all prime^ sponsors Would receive at least 
90, .percent of prior year fundin^and were* issued with the 
understanding bhat the 'final alris^cations -might 'be. dif^ferent , 
because of differences between the President's budget request 
and the. appropriation. 




When Labor's fiscal yfear.- 1975 appropr-iafe.ions bill was 
enacted on December 7y 1974 (Public Law 93-517); it included 
$2.4 billion for comprehensive manpower assistance, of which 
$1.58 billion was for title I. Labor's subsequent alloca- 
tion of title I funds for fiscal year 1975 resulte'd in all 
prime sponsors receiving at least 90 percent of their prior 

• year manpower fundi"ng. 

- In commenting on the fiscal year 1975 comprehensive 
manpower assistance appropriation in >Iovember 1974, the 
Secretary stated that, under the proposed funding level .and ^ 

'the existing economic situation, all title I prime sponsors'* 
would Receive al:. least 90 p^ercent of. their prior year fund- ' 
ing. He- stated, however, that this should not be const r ue'd * 

.as a commitment to hoid prime sponsors harmless at 90 percent 
in fiscal year 1976. ' . 

CEP f undinq * ^ . • • . . ^ . 

•In addition to bringing- pr ime sponsors up to 90 percent 
of prior year furtding, the Secretary's disdretionary funcjg 
may kfe uked to fund CEPs. The act provides that CEPs cannot 
recel,ve title I funds from* the,, initial ''80 percent of funds 

• to 'he allocated by. formula . ' . . 

This rul^ was follpwed in the c^ses of the Montana and 
. • Wisconsin CEPs, which were funded. by Labor Solely with dis- 
cretionary funds^ yowever, the Kentucky CEP*,*in addition to . 
•receiving $2-. 76 million of discretionary fgnds, also received 
$9.29^million from tKe. initial formula allocation, in viola- 
- tion- of the act. This action reduced by $9 . 29- million the 
amount' available for distribution' *1:o all non-CEP prime spon- 
sors in the Nation '.under the' initial allocation, three-part 
formula. The result wis to reduce the amount that each prime 
sponspr received, under the initial title I allocation by its 
prppoirtionate share, of the $9.29 million.^ . 

# 

^ Similarly; in Minnesota the CEP received, in addition 
to $2,059,000 in discretionary funds, $1,445,842 from the 
initial formula allocation funds. This, too', reduced the 
amount available to all'non-CEP prime 'sponsors "^nder the 
initial formula allocation and viplated tl)e law. 



Because the act pro^vides that the Secretary shall first 
use his discretionary funds to bring prime sponsors up to 
90 percent of th^ prior year funding. Labor would not have 
been able to fund the CEPs in fiscal year 1975 if the'Con-. 
gress had not appropriated more funds than requested in the" 
President's budget. . r . 
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' PRI«E' SPONSOR JURISDICTIONS ' - 

• « " * » 

The act provides that a State* shall not qualify as 'a ' 
prime sponsor under title I for any geographic area within 
the jurisdiction of any other prime sponsor unless the other 
prime sponsor has not submitted an approvable manpower plan 
for that area under title I. This precludes Labqr ffom pro- 
viding title I funds to a State for operating mai^power pro- 
grams as a balanc^-6f-State prime sponsor in any area being 
Betved by. a CEP as prime sponsor. - . . 

In accordance wi^:h the act / the^. rural CEP age/icy in 
Kentucky was the only prime sponsor" to receive titlet I funds . 
to operate a comprehensive manpower program in the 22-county 
CEP area'. 'The same situation existed 'in Minnesota's 19-county 
CEP area. - • " • ^ ' • 

HcJwev^ , in the other 'two* States (Montana and Wisconsin) 
where Labor, provided founds to rural CEPs, -title I fu/ids" were 
also allocated for the CEP target area counties as part of 
the. ba,lance-bf-State .programs. -Providing title I funds for 
two prime ^^pdnsors to opiate comprehensive manpower programs 
in the same area violated the law. 

CON C LUSIONS 

'* - ' 

Labor used dated- cetis us informabipn- in-- determining the 
eligibility of Ipcal units of governme'nt to serve as prime 
sponsors under title' I for fiscal year 1975. However, this 
vas done 'to be consistent nationwide, and Labor used more " 
cur ren£^ ceasfjs data for making el ig ibiJL i ty . determination^ ' 
for fiscal year 1976. ^ 

^^^^ 

Labdr should insure that the rural CEPs are funded under 
uniform criteria and that title I funds are not provided to 
CEPs and States operating, comprehensive marippwe;: programs in. 
the same area. In addition, funds granted to CEPs should be 
limited to' the source*s of funding authorized by the, act. 

With regard to. the violations of the CETA statute in- 
volving, the funding and operation of the CEPs, we do not 
•believe it would be beneficial at this time for the Secretary 
to attempt to retroactively adjust those funds. In our view^ 
the better course of* action would be fox Labor to make sure* 
such ir regular.it ies do not 'occur aga in ^ 



RECOMME NDATION^ 

.We recommend that the Secretary of Labgr: 
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' — Insure that unifc^m criteria are used for"* computing 
funding levels tor the CEPs. 

. ■ *. * • 

— Insure the CEPs.*dG not receive funds from the 80 per-^ 
cent, of title I funds to be allocated by formula. 

I ' * * 

— Insure that, title. I funds ar« allocated to only one 
prime sponsor for -operating comprehensive manpower 
programs in any one area, as required by the 'acj:. 

AGENCY COMMENTS ' 

La^Dor did not agree with any of our recommendations 
concerning the four rural CEPs. * 

Concerning the first recommendation, Labor said a 
formula allocatiofl of dis.cretionary funds is not legisla- 
tively required; three criteria ware used -in determining 
funding, levels; and adjustments were" made to optimize the 
availability and use of allocat^ed funds. Although a formula 
allocatio.n of^the disccetr^onary funds to* the CEPs is not: 
required, considerations df equity suggest that some con- 
sistent method be used. Mthgug^h Labor mentions three cri- 
teria which were used, it pid* not explain how par ticular • 
dollar amounts were calculated^ Hence ,^ it is friot\ po3sibXe * 
tq judge whether thes.$ amc^unts did, in fact*, optimize the 
availability and use of f.unds. In 'fact, we hay^' repeatedly 
tried, without success, to!^ obtaiji information from Labo^' 
that would show how the/dollar amounts were, calculated. 

Concerning the second .recommendation , Labor did not 
'challenge the facts as sta;ted but said two CEPs received 
.funds from the initial tit|e I allocation at a balance-of- 
State prime sponsor's r.equ^fe-t. We believe that such a dis- 
position of the funds was^linproper . ' 

' ' ' ' 

The CETA'statute prdvides in section ^03(g) that: 

"Grants made to prime 'sponsors designated under 
- section 102(a)(5)- [pEf^] shall be firom funds not 
allocated under sub^ect'ion (a) [initial y^llocation 
money] . ' 

The congressional int^eHt.that CEP funds not come frorrf 
secfcioh 103(a) — initial ^.1 location — funds is clear when one 
looks to the history of t>^' cited .section. The House com- 
mittee report on the* bill' that gave rise to section 103(g) 
stated: " ' ] \' 

r, "* * * grants to certain concentrated employment 
program grantees shall come from the ^Secretary ' s 
discretionary funds." r;- (H. Rept. 93-659, p. 27.) 

^ ' ; .:f 39 • 
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Thus,'-ve beli^fe the iflterft of the CETA statute was that CEP 
funds would corae from moneys available to the Secretary under 
section 103(f), discretionary funds, rather than the allotted* 
funds, section 103(a),. 

Similarly, concerning the third, recommendation. Labor' 
did not challenge the facts as stated but said the act's 
prohibition against two pri\ne sponsors "operating in any one 
area does not apply because of the previous unique funding 
, arrangements for the CEPs. Again, we believe the act's 
provision^ is clear, notwithstanding previous arrangements.. 

The statute specifically provides that ■ 

"A state *^hall not qualify as a prime sponsor for 
any geographical area within the jurisdiction of 
any prime sponsor described in paragraph * * * (5) 
of subsection (a) unless such prime sponsor has 
not submitted an approvable comprehensive manpower 
plan for sUch area." (Section 102 (b)(1).) ^ . 

Paragraph (5) of subsection (a) is th^ section that provides 
for CEPs to become prime sponsors. 

The only exceptions • in the statute, that allow Stat6 ac- 
tivities within the areas served by CEPs (which, as hepe, are 
not Limits of general local governments) are the specific aQg. 
tivities enumerated in section 106(c), which are separately 
funded under section 103(e), and the specific activities shown 
m section 112 — provisions that do not appear to apply to the 
CEPs in question. 

It follows that when k CEP is a prime sponsor in an area, 
the act precludes a State from using title I manpower program 
funds in that same area when it is acting as a balance-ofc- 
State prime sponsor. ' 

Furthermore, although" Labor • s comments 4mply that com- 
pliance with the law would have resulted in manpower services 
\being denied to many .persons, in actuality the Secretary of 
Labor has ample^ discretionary authority, under the authoriz- 
ing legislation, to .insure that this do^s not occur. 



CHAPTER 4 

NEW METHODOLOGY FOR ESTIMATING 

STATE AND LOCAL U NEMPLOYMsllgT DATA 
t — 

Estimates of State and local employment and unemploy- 
ment, based. on method61ogy of Labor's Employment and Train- 
ing Administration,^ havp been crj.ticizei^ by various sources 
in* recent years/ Labor's Bureau of Labor Statistics- devised 
a new methodology for making these estimates, which were to 
b.e used in making allocations under titles I and II of CETA, 
' The new methodology avoids certain problems inherent in the 
previous^ method. ^ ' ^ 

• THE PREVIOUS METHODOLOGY ' " * 

Area unemployment estimates have been developed in in- 
creasing detail since World War II, Until November 1972 
Labor's Employment and Training Administration provided tech- 
nical assistance to the State 'employment security agencies, 
who developed the estimates. 

Th^se estimates, prepared according to a so-called "70- 
step method," were based on State .unemployment in'surance 
agencies • ^'records for the number of jobs held by workers 
covered by unemployment insurance and separate 'estimates ' 
for those not so covered. They, were originally prepared 
onl^ for *standard metropolitan statistical areas, bu.t the 
. 'same techniques ' were later used to estimate ufiemployment for 
^ ^TSUccessively smaller' and less populous aregs.* 

«' ^ • 

In recent years, these estimates were criticized by 
various sources, including a 1971 GAO report, which pointed 
out that the data was not reliable. 1/ ' . 

' THE NEV^ METHODOLOGY 

In November 1972 th6 primary responsibility for insur- 
ing the technical accuracy of the statistics was assigned 
•to Labor's Bureau of Labor Statistics.* The Bureau's new 
nfethoddlogy its designed to strengthen weaknesses of. the pre- 
vious system/ by providing accurate and consistent estimates 
for States and local areas. State epiployment security agen- 
cies were directed to use the -new methodology in* making the 
unemployment estimates on which CETA allocations were based. 

. V"Mpre Reliable Data Needed as a Basis for Providing .Federal 
Assistance to Economically Distressed Are^s" (B-133182, May 
1971). 



The nev system modifies- and updates the existing tech- 
niques by retaining important elements of the prior system _ 
' but adding more rigorous, statistical techniques and a wider 
range of data sources. ' The major changes are: - - , 

^ — Estimates '^re to be 'based on the number of workers 
rather than the number of jobs, to eliminate double- 
countinOf of persons holding second jobs. 

* — Estimates are to be based on place of resfdence rather 
than on place of ^employment , to eliminate the effect 
of commuting pat€erns. • . 

— Estimates for States and local areas are to be ad- 
justed, where feasible, to estirnates from the Current • 
'Population Survey (CPS) 1/ to reduce the discrepancy 
between* State and loc^l, and national estimates. ' 

— Estimates for workers not covered by unemployment 
insurance are to be updated and made more reliable. 

Data from the CPS provides monthly estimates of national 
unemployment. At present, according to the Bureau, this data 
is also adequate for making separate estimates . for 27 large 
States, the 30 largest metropolitan areas, and the central 
cities of 11 of those 30 areas. The Bureau estimates that 
these areas account for about 88 perce^nt of the Nation's un- 
employed persons. CPS estimates (benchjnarks ) for these areas 
are calculated at the end of ^ach calendar ye^r; month-to- 
month changes from this survey level, during thej following 
yea'r are estimated by the revised 70-step method. 

State employment security agencies were directed to - 
begin using the n^w methodology in January 1974. Additional 
changes were introduced in January 1975. 

DATA RELIABILITY , 

Unemployment data is subject not only to seasonal varia- 
tion but .also to statistical variability. Because all un- 
employment data used in titles I and II allocations under 
CETA was based on samples and estimate's, this data may dif- 
fer fjrom the figures that would haye been obtained if a com- 
plete census had been made. 



1/The Current Population Survey, is^ a monthly survey of 47,000 
households conducted by the Bureau of the Census and com- 

, piles, among other items, employment and unemployment data' 
for the Bureau of Labor Statistics. 

5o" ' • • 
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For States and localities wi}ere unemployinent 'estimates 
can be checked ag^ainst est imates from the CPS, the statistical 
variability is greater for areas with a smaller population 
(generally greater for a city than a State), Were a complete 
census to .be made of a metropolitan area with a pop^ulation 
of 100^000 afid an estimated ^unejnployme,nt rgte ot 7 percent, 
there is a 95 percent probability that the. actulU uneniptbyment 
rate 'would' lie somewhere between 4.5 percent and 9.5 percent. 
• With a population of 1,000,000 there is a -95. percent probabil-' 
ity •that the actual rate would 1 ie' somewhere between 6 .2 ^'pet- 
cent and 7»8 percent* ' 

^ , ■ ' ' ^ 

The statistical, variability is also greater for shorter 
time periods . (greater for a 'month than a yeat ) • An estimate 
of the annual .aver^^qe number of unemployed persons is expected 
to be twice as accurate as an ►estimate for^a Srmonth period; 
the annual average is expecte^ to be five times as accurate as 
an estimate for a 1-month period. 

Efforts to improve 

To allow more complete^ coverage by the CPS, Labor sub- 
mitted to the Office of Management and Budget, in May 1974, 
a proposed amendment to 'the fiscal year 1975 budget to allow 
Labor 'an additional $8 million to contract with the Bureau of 
the Census for an expansion of the survey sample from 47, '000 
to 79,000 households. This would have provided consistent 
data for all 50 States and about 100 metropolitan areas. 'The 
proposal stated that the need for the data was urgent, because 
existing statistics for S-tates and local area^ were? not ade- 
quate ,and because it was essential that labor force'data for 
all States be comparable for allocating revenue sharing f unds ^ 
and^ for other purposes. 

Labor's proposed amencjment was not submitted to the 'Con- 
gress for consideration. During the'office of ^^Management and 
Budget's review of Labor's budget, agreement was reached that 
the $8 million would not be requested and that fiscal year 
1975 funds- available under title III of CETA woulS be used 
to fund startup costs in fiscal -year 1975. • The Employment and 
Training Administration agreed to provide to the Bureau* of 
Labor Statistics $2.75 million for .fiscal year 1975 for start- 
up costs for an expanded survey. ^ . 

*» 

The President's budget for fiscal year 1976, submitted to 
the Congress in February 1975, called for a more limited ex- 
pansion of the-CPS to 60,000 households. No appro^J^r iated * 
funds were requested for this purpose because, according, to 
a Bureau official, the Employm'ent and Training Administration 
was expected to provide additional funds to finance the ex- 
pansion. The Employment and Training 'Administration agreed to^ 

/ 
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provide $4,55 million to the Bureau for this purpose in fiscal 
y$ar.l976, 

. According to Bureau officials, the expansion to 60,000 
households will allow State' unemployment estimates to be ad- 
* justed to the CPS 'for all 5'0 States and the District of Colum- 
bia; however, no additional metropolitan areas will be able* 
to be adjusted to the survey. 

CONCLUSION * . . 

Because large 'Sums of mdney are allpcated under titles 
I and.II'Of CETA based in.-p^rt on estimates of State and local 
unemployment, it is "important that these estimates be consis- 
tent and reliable. Labor is improving .the unemployment data 
' being used . . " " * 
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APPENDIX. I : ■ ■ • * APPENDIX I 

EXAMP LE OT'tHE EFFECT OF THE TRAdTB-OFF FACTOR 

on' FISgAL YEAR 1974 TITLE II ALLOCATIONS - 

Th^ exampJ.es*'on pa^e_46 demonstrate how the trade-off 
between the initial and discretionary portions of the fis- . 
cal year .1974 title. II allocation could affect the optjimal 
delineation of a prime sponsor's area of substantial unem- 
ployment.- Census tracts with Unemployment rates below 
6.5 percent can be added only until the urremployment rate 
for the enti^re ^cea is reduced to 6.5 petcent. 



Each begins 
1,.0P0 and total 
equals 10 percen 
area is added, 
a •S percent unem 
by 100 labor for 
-with a 5 percent 
, divided by 100 1 
for Example A wo 
for Example B wo 
Lions for Exampl 



with a^ censu 
unemployment 
t ) . Example' 
Example B ass 
ployment *rate 
ce ) . Example 
unemployment 
abor force) . 
uld remain* un 
uld actually 
e C would.be 



s tract/with a labor force of 
of 100'^( u-nemployment rate 
A assumes that na additional 
umes tha't a census tract with 
is added- (3 uhemployecj divided 
C assumes .that a census tract 
rate is added (5 unemployed 
As shown, total allocations 
changed, but t otal allocations 
be reduced, \iEile total a.llo.ca- 
increased 




The computations are based '-on the following assumptions; 



1. 



.2- 



3. 



Initial fund^ing of* $294.1 million was allocated 
b^sed oYi 3.^5 3 million unemployed person?, or about. 
$8 3/per pel^son. 



Di^cret ionp^/y funding of $65.1 million was allocate 
based on 502,000 "excess" unemployed persons, or 
about $130 per person. , ' ^ . • 



'The number unemployed in^pril 1974--the month - 
used- for the discretionary allocation— 'equals the 
average number . unemployed during the qual if ying 

per iod . .* * ' > . 

- .1^ 

- On* the basis of the above assumptions/ it can be 
determined mathematically that it woulcj . be * benef icial to 
add any area, with an finemployment rate above about 4 per- 
cent ?nd would be harmful to add any with a lower rate. 
Changing any of these assumptions' would change this 
cr itical rate . , " ^ y 
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Labpr force:*'* . 
t Beginning 

' ^^dded 'census tract(s) 

Total 

Unemployment; / 

Beginning / 
1 Added census £ract(s) 

Total ' , 

Unemployment rate: 
Beginning 

Added census tract (-s ) 
Combined 

6,5* percent of total labor 
force 

"Excess" unemployment 
(number of total unem- 
ployed in excess of 
6,5*percent of total 
labor force) | 

Initial ' allocation. 
($83'^multip]/ied by 
total unemployment ) 

DiscretionaryNal location 
($130 multipj\^ied -by 
excess unemployment ) 

Total ^ 

Gain ;in initial alloca- 
\ tion due to addition , 
of census trac;t(s)^ 

Lbss(-), in discretjLon- 
• ary ailoca^tion due 

to, addition of cfen- 

sus^ tract (s) 

N^t gaifi or lo^s(-) ' • 

"from census feract(s) 
added 



Example A Example ^B ' Example C 
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10.0% 
3.0 

9.4%' 
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$ 8,549 
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5 
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4,355 
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U.S., DEPARTMENT OF LABOR 
Ornce or the Assistant Secr.etaey 
WASHINGTON 



'Mr. Gregory J. Ah£ 
^ Director 

* Manpower and Welfare Divisioa _ 
U. General Accounting Office . - 

Washington, D. C* 20548 - _ 

Dear Mr. Ahart: ^ 

This is in response to the GAO Draft Report titled',-^ '^Progress 
and Problems in Allocating Funds under Titles I and II.-- 
Comprehjensive Enoployment and Training .^ct " (CETA). 
Comments are keyed. to specific reconimend^tions* in the 
i^eport. 

• ^ ^> . . . 

R^Bcommendations - pp, 32 and 33: 

L '-Reconsider^the definition of an area of substantial ' - 
unemployment for^Fund allocation and -job eligibility purposes to 
ftisure that congressional'intent is met. At a minirnum, what- 
ever definition is adopted all,3tate 'employment security agencies 
and pnime spopsqrs should be notified of the definition ^o they ' 
can hav^' an equitable opporturiity to review title II funds; 

( omment : Concur . The Department of Labor (DOL) has done 
this and a revi^d set of instructions has^een prepared and 
incorporated'irl a draft Reports •and.AnalysiSy'Letter. (rAL) sub- 
mitted to the Office of Managenie/)t and Budget (OMB> for 
clearance. ^Cl^arance of this document has not yet jDeen received. 
f • * ^ 

Any new instructions issued by D0L will be providdid to 
St^te emplbymen't security agencies (SESA*s). In addition, if ' 
necjessajry^ training sessions will be. held with DOL regional 
office staff to insiwre fhat'^ to" the extent possible, equal appli- 
cation of procedures \vill be received. , Any changes to the 
definition of an area of substantial unemployment will als6 be 
supplied to ell prime spqnso'rs. j 
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?. '^Limit consideration of time periods for qualifying as 
an area of substantial unemployment under title 11 to a maximum 
of the most recent 12 months and apply thiis consistently;" 

Commeat ; Concur . Previously cited RAl, draft does exactly 
tHIi: ^ . 

3. 'Take into accounty in future initial and discretionary 
title II allocations, the seasonality factor so as not to favor areas 
with. seasonal unemployment patterns at the. expanse of areas'without 
seasonal unemployment. " ^ * 

Coiiiment ; Partially Concur . We agree to th^ 'extent' that 
the seasonal adjustmeit of unemployment rates to determine 
eligibilit}' would assist in reducing allocations based on 
seasonal employment. However, we, do not agree if the recom- 
mendation implies that the actual nu-mber of unemployed should 
be adjusted. Hov.* is DOL to explain to a Mayor that his cir>' did 
not really have 10,. 000 unemplpyed but rather 3,j900 unemployed, 
que to seasonal adjustment anxi, therefore, iO percent less funds 
will be provided , » ' ' 

f 

4. 'FuUv apprise State emplo\TTit nt security agencies and 
primt- sponsors. of the .Ti<inner in wliich all title EL funds will be 
allocated for each fiscal year. ' 

Coniment : Partially Concur . Wxth respect to the 80 percent of 
total title II lunds allocated to prime sponsors using the formula 
prpvided in section 202 of-the act, the DC5L concurs with this 
recom-n./ndatibn. In^^pfar'as appropriations are made in a timely 
nlir^ner, advance apprisal of .the manner in v,'!iic:i these funds will 
ht: allocated will be mad" prior to the fiscal year. 

Xo sue n apprioal ib believed necTessary nor is one ploTnned 
v/itn-r^ .-::)c^ ; to the Ser -^'taryVs iis-retio.ia-y fund;;. Those 
discreuonarv' funds have, m the pa^t, been used for purposes 
which were not wrioliy consistent v.ith those jr^rpo's.^^s for w!iich 
these funds were originally intended in the act. * This was done 
In accordance with congressional intent, as staged In the language , 
accompanying the lCf76 continiing resolution under which funds 
. w6ye mad^ available. Had the DOL earlier announced and 

disseminated me actual methodologies to £>e used in the allocation 
of these disqVetionary funds it w6uld have been difficult or 
almost impossible to meet congressional intent. To continue 
to effectively utilize these discretionary funds, no such apprisal 
could" be made prior to this fiscal year. 
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Recommendations V p. 52: . ^ 

L "Assure that ftoiform criteria are used for computing* 
^ ftinding le^fels for the kural CEPs (RCEPs);" 

\ • • . ' 

Coininerit ; Do not concur /:.. We agree ^vath GAO's concern that 
uniform criteria be used to fund RCEP's. . However, we do not 
feel that ar formula allocation of discretionary fund's is legis- 
latively required. The RCEP'^.in FY 1975 were funded taking 
into account their previous yeat-^B funding levels, monti^ly ' 
^expenditure rates, and * need to maihtain a minimum level of " 
^operational efficiency tiiroughtJut the fiscal yeat. Since RCEP's 
funding is not subject to formula allocation, adjustments'were . 
made to optimize both the availability and use of allocated fund 

2. '^Insure that RCEPs do not receive funds from the^^O 
percent oMitle I funds to be allocated by formula;" 

^ Comment: Do not concur .^ The RCEP*s grants' were funded frohi 
title 1 discretionary funds. The b^ance of State (BOS) allocations 
wereiunded from tille I, 8D percent funds. However, the "BOS .prime 
sponsors were required to establish some mechanism to assure 
equitable funding to the RCEP's area (not the RCEP itself)'. The BOS 
sponsors were allowed to select any OLthe following options to meet 
this requirement: (1) Request direct Federal funding of a negotiated 
portion of the BO'S allocation to the RCEP' s sponsor; (2) suSgpant 
all 6r a portion of the RCEP*s area share- of the BOS allocation to 
the^RCEP*s sponsor; or (3) utilize previously *existing deliverers of 
services, or select new ones. 'As noted in the GAO report, two. 
RCEP^s sponsors did receive funds in their grants from the BOS / 
allocations, but this was at the request of ^he.,BOS prime sponsors 
in accordance with option one above. The two other BOS prime 
sponsors elected to operate as they had in the past -(a combination, 
of options 2 and 3 above). 

3. '.'Insure that title I funds are allocated to only one prime 
sponsor. for operating comprehensive manpower programs in any 
one area* ■ ^ ' / v. 

Comngent : Do not concur. We 'believe the Rural CEP's represent a* 
special case in which the provisions of $ection 102(b)(1) and section 
102 (b)(2) of the act do not apply becaiise of previous uniqile funding 
arrangements in RCEP*s areas. ^ • • * ' 

In the past, programs operating-within RCEP'^s taprgel areas 
have been funded from two sources: ' / . . " 

' 5-7 
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a. They have been funded from Concentrated Employment 
Program >rnonies administered by community action agencies," 
employment service agencies, 'etc. , serving a multijurisdictional 
area. 



b. They hav^ al^o received funding from non-CEP sponsors 
in respjonse to a variety of needs. . , ' - 

• Typically, non-CEP funds ace used to provide additional program 
support in portions of the area served by the CEP sponsor; 
however, in all instances such funding is adminiatered by. other 
agencies, .such as local school boards,^ counties, towns, etc. 
As a result, the combined levef of fundihg in many RCEP's target 
i areas accounts for a substantial portion of the total ijesources ^ • 

\that were attributed to the balance of State line item for purposes 
of calculating the funding level under the CETA, title I, formilla. 

The combination of the provisions of section T'02(b)(l) and section . '[ 
•102(b)(2) (relating to no two prime sponsors operating in the same' 
area) would deny manpower services to many persons in RCEP's areas 
simply because non-CEP program activities were previoOstly 
administered by an agency which is not a unit of general govern- ., \. 
mant (e.g., a local school boar.d), and funds for such programs 
were included in the balance of State, allocation for Fiscal Year 1975.7 
We do not believe congressional intent was tp deny manpower ' > • 

services to individuals in RCEP^s areas on such aJt^asis: t:onsequently, 
the SJate, as 50S prime sponsor, was required to p^rovide some 
.me^anism«*to insure appropriate, additional manpower assistance in 
the RCEP^s area not otherwise funded through the RCEP^s portion. 
Contrary.' to *the lar^uage of the report, 'we feel- the Department's 
actions were in>full accord with, the intfent of the Congress and the / 
reqnirem^^nts of the act. 

• ■ r ■ ■ 



(See GAO note 1 on p. 51.] 
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[See GAO note 1.,] 



We appreciate the oppoiixiiuly to comment on this report. K my 
office can be^of further* assistance, feel free to contact me. 

§incerely, ^ , ' • 




^ RED G» CLARK 
Assistant Secretary^ for 
A3miaist3;ation and Management 



GAO note: 



— . - *■ ^ 

1. The deleted comment relat;es^ Jio a mattef 
which has been revised' in tte final report, 

* <■ • . ' 

2. Page references in this appendix refer to - 
the draft I'eport and do not necessar ily^. 
agree with the page numbers 'in the - ' 
final report. 



APPENDIX III - , • APPEHDIX III 

PRINCIPAL DEPARTMENT OF LABOR OFFICIALS 
RESPONSIBLE FOR ACTIVITIES JISCUSSED IN TgIS REPOR'T 

, . Tenure of Office 



From To 

SECRETARY: « • 

..John T. Dunlop • Mar. 1975 ' " Present 

Peter J. Brennan Feb. 1973 Mar. 1-975 

ASSISTANT SECRET«6 FOR EM- ' ^ 
> ■ PLOYMENT 4ND /TRAINING . 
(note a ) : * ■ 

. William H. ^^Iberg Apr. 1973 Present 

COMMISSIONER OF Lft^R STATIS- 
TICS: 

Julius Shiskin Aug. 1973 ' ' . J>resent 

.a/Before November 12, 1975, the position title was Assistant 
Secreta/y for -Manpower . 
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